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I 9 5 0 BENEFICIAL INDUSTRIAL LOAN CORPORATION AND SUBSIDIARIES 
| 
AMOUNT OF YEAR-END CONSOLIDATED PER COMMON SHARE OUTSTANDING | 
O U R B E S (i YEAR LOANS MADE NOTES OUTSTANDING | — NET INCOME EARNINGS | CASH DIVIDENDS | COMMON SHARES | 
Y E A R 1930 | $ 66,012,556 | $ 38,706,865 $ 5,331,294 $ 2.32 $ 1.50 | 2,014,300 | 
1935 | 78,948,881 52,952,489 | 5,574,292 2.21 1.50 | 2,173,394 | 
1940 | 141,488,729 77,730,631 6,431,382 2.61 1.85 | 2,314,989 
The vitality of a 1945 | 141,839,884 69,244,134 4,589,307 2.11 1.20 2,000,000 
: - y 104,894,2 563, 2 1. 383, 
Recntionsd Dititie-os 1946 | 180,882,354 894,284 5,563,343 2.25 50 2,383,100 
1947 | 203,995,077 118,092,186 6,431,432 2.56 1.50 2,383,100 
financing The 1948 | 229,041,935 | 134,503,123 8,012,503 3.14 1.65* | 2,383,100 
‘ : 1949 | 261,077,869 151,189,179 8,264,030 2.76 1.50** | 2,728,208 
American Family | 
1950 | 316,390,109 | 207,494,743 | 9,967,255 3.08 1.75 | 3,091,364 © 
*Plus os ae a in ne of here gs Motor Coach Lines, Inc., paid in 1949. | 
° . ** Plus divi ' ti t es 
Beneficial Industrial Loan Corporation et 1945 through 1948 inclede pthc ait owls stg subsidiaries disposed of in latter year. | 











for 1950 reports the best year in 












































its history. During the year an im- CONDENSED CONSOLIDATED BALANCE SHEET, DECEMBER 31, 1950 
portant milestone was passed— Serre 
that of $200.000.000 in Instalment Assets laches 
Notes Outstanding. Cash and Gov't Obligations $ 21,607,054 al sis $ pes | 
, instalment = | Accounts Payable 2,697,580 
Totals for busi- : eet — | Employees’ Thrift Accounts 5,794,019 
ness transacted, ers ini 10,553,237 196.941.506 Total Current Liabilities $ 74,773,758 
number of cus- oS jot Long Term Debt 69,438,000 
FIMANCE <0 E_cO.| tomersserved and Accounts Receivable a Deferred Income, Etc. 3,386,529 
Jsoans profits earned set Total Current Assets $219,925,264 | Minority Interests 4,031,388 
new records for Other Assets and Deferred Charges __ 6,342,554 Capital Stock and Surplus 74,638,143 
the sixth consec- TOTAL $226,267,818 TOTAL $226,267,818 
utive year. Net earnings were 
$9,967,255, equal after Preferred 
Stock dividends to $3.08 per share on present company. The oldest of these loan offices. These offices are located in 


3.091.364 shares of Common Stock, com- 
pared with $8.264.030 and $2.76 per share 
on 2.728.208 shares for the previous year. 


UNBROKEN DIVIDEND RECORD 


More important than this current sat- 
isfactory performance, however, is the 
proven vitality of the business over a 
period of many years and under all sorts 
of conditions. THE COMPANY HAS PAID 
QUARTERLY CASH DIVIDENDS ON COMMON 
STOCK CONTINUOUSLY SINCE ITS ORGAN- 
IZATION IN May, 1929, IN EVERY YEAR, 
WITHOUT EXCEPTION, EARNINGS EXCEEDED 
CASH DIVIDENDS PAID. 


The Company was formed by a consolida- 
tion of the businesses and assets of four 
systems of small loan companies, which 
were under the same management as the 


organizations began business in 1914 and 
none of them ever had an unprofitable 
year. Beneficial’s business, therefore. ex- 
tends back to World War I—a period of 
37 years—and through this checkered era 
of war and peace, depression and pros- 
perity, that included all phases of the 
economic cycle, it has shown a remarkable 
vitality, as reflected in the table above. 


There is a reason for this vitality and a 
sound one. Beneficial’s subsidiaries render 
a small loan service to The American 
Family and regardless of conditions the 
business of the Family must go on. 


OFFICES IN 36 STATES AND CANADA 


Subsidiaries of Beneficial Industrial Loan 
Corporation operate a system of 633 small 


404 cities in 36 states and in 27 cities 
in Canada, and generally use the name 
Personal Finance Company, which is wel! 
known in the localities served. 


SMALL SIZE OF ACCOUNTS 


In addition to this wide geographical 
diversification, a further diversification is 
provided as the customers represent prac- 
tically every industry, profession and 
occupation. Risk is further spread by the 
relatively small size of the accounts— 
Instalment Notes Receivable, which totaled 
$207.494,743, at the 1950 year-end were 
due from 982,370 customers, an average 


of $211. 
A copy of the Company’s com- 
plete Annual Report for 1950 
will be furnished upon request. 


BENEFICIAL INDUSTRIAL LOAN CORPORATION 


WILMINGTON 99, DELAWARE 


The information contained herein should be read in conjunction with the financial statements and notes appearing in the 1950 Annual Report to Stockholders 
which contains the certificate of Messrs. Haskins 
information. 
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| Southern California 
Edison Company 


DIVIDENDS 
COMMON DIVIDEND NO. 165 


PREFERENCE STOCK 
4.48% CONVERTIBLE SERIES 
DIVIDEND NO. 16 


PREFERENCE STOCK 
4.56% CONVERTIBLE SERIES 
DIVIDEND NO. 12 
The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 
50 cents per share on the 
Common Stock; 





28 cents per share on the 
Preference Stock, 4.48% Con- 
vertible Series; 

2814 cents per share on the 
Preference Stock, 4.56% Con- 
vertible Series. 

The above dividends are pay- 
able April 30, 1951, to stock- 
holders of record April 5, 
1951. Checks will be mailed 
from the Company's office i 
Los Angeles, April 30, 1951. 


P.C. HALE, Treasurer 
March 16, 1951 




















] 
NOMA 
Electric Corporation 
55 W. 13th St., New York 11, N. Y. 

The Board of Directors has 
declared a dividend of Twenty- 
five cents (25¢) a share on the 
Capital Stock of this Corpora- 
tion, payable March 30, 1951 
to stockholders of record at the 
close of business March 20, 1951. 


HENRI SADACCA 


President 
March 7, 1951. 




















MARCH 24, 1951 














Exide 


THE ELECTRIC STORAGE BATTERY 
COMPANY 


202nd Consecutive 
Quarterly Dividend 





The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend of fifty cents ($.50) per share 
on the Common Stock, payable March 
30, 1951, to stockholders of record at 
the close of business on March 15, 
1951. Checks will be mailed. 


H. C. ALLAN, 


Secretary and Treasurer 


Philadelphia 32, March 2, 1951. 
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BRIDGEPORT BRASS 


Financial Highlights of 1950 


A REPORT OF PROGRESS FOR 1950 


1950 was the best year in the history of the Company, saleswise, 
profitwise, and progresswise. Net sales were $91,864,000 and net 
profits were $3,969,000 equal to $4.14 per common share. It was 
our fifth postwar year, and the first year in which our postwar 
expansion and modernization program had a real opportunity 
to demonstrate its effectiveness, both in output and in profits. 
Results for 1950 reflect the soundness of the plans’ begun five 
years ago. They appear to even greater advantage today in the 
light of national events of the past year and our present inter- 
national situation. 


Our plants made new records of performance, both in pro- 
duction and profits. Our Indianapolis plant had the best year 
since we purchased it in 1947. The plant at Montreal, Noranda 
Copper & Brass Limited, controlled jointly with Noranda 
Mines, Limited and under our management, also had increased 
sales and profitable operations. Our equity in the net income of 
this and another subsidiary amounted to $386,000, which is 
not included in this report. 


During the year the Company made marked improvement in 
its financial position. Cash and Government securities amounted 
to $11,096,840 at the end of the year, an.increase of $9,218,647. 
The Company reduced its debt by $3,463,000, and refunded its 
long-term bank and debenture debt. 


Regular dividends of $5.50 per share were paid during the 
year on the 514 per cent preferred stock. Common stock divi- 
dends on the 942,990 shares outstanding were paid during the 
third and fourth quarters totaling $1 per share. This consisted 
of a 25 cent dividend in the third quarter and a 35 cent regular 
plus a 40 cent special dividend paid in December. At its 
February, 1951 meeting the Board also voted a 35 cent divi- 
dend, payable March 31 to holders of record on March 14, 1951. 


Operating profits during the first quarter of 1951 are running 
higher than those for the first quarter of 1950. Defense business 
is some 20 per cent of our total business and defense contracts 
are being negotiated for products well suited to our facilities. 


We anticipate a somewhat larger volume of business in 1951 
than in 1950, but the heavier taxes which industry in general 
will have to bear will also affect our showing. We have set our 
budget for 1951 with due consideration of this factor. 





RESULTS FOR 1950 
FROM 1950 ANNUAL REPORT 


1950 1949 1948 

Net Sales to Customers............... $91,864,457 $54,745,806 $74,875,560 
Profit before federal taxes on income.. 8,068,687 2,623,957* 3,484,895 

PCIE OL BRIOR 2 6 So cick Sys sieis 6'0:- 8.8 4.8* 4.7 

Per share of common stock......... 8.49 2.86* 3.61 
Total federal taxes on income......... 4,100,000 1,410,000* 1,550,000 

Percent of profit before federal taxes 

MRAMOOMD: «5.5 Sele Okie woaekeos 50.8 53.7* 44.5 

Per share of common stock......... 4.35 1.50* 1.64 
Net profit after taxes..................  3,968,687** 1,213,957* 1,934,895 

CIOONG OL BONDS: .c5.c.6c a sejeuselee seco. 4.3 a 2.6 

Per share of common stock......... 4.14 1.36* 1.97 
Preferred dividends................... 64,290 69,983 81,068 

TIN 0505 Sissi ata! aca rsth ars snctencce 5.50 5.50 5.50 
Common dividends. .................. 942,990 141,449 141,449 

MMM i Sh Fae or ea, Soares 1.00 15 15 
Total dividends. . nee sscese  M9007280 211,432 222,517 
Earnings for year retained in the 

MN ogg spacee oat ano ip ns sleiievece 2,961,407 1,425,389* 1,712,378 
Stockholders’ equity. . .. 22,564,376 18,168,603 19,817,222 
Book value per share of c common n stock 22.69 17.87 19.38 
Net additions to plant and pemaenene 

before depreciation. . 939,186 887,764 4,072,051 
Provision for Sineidiinnian:. Reeser 1,070,104 1,031,319 878,882 
Reduction in Debt.................... 3,463,190 779,962*  2,334,508* 
Current assets........................ 29,162,428 22,478,950 27,252,989 
Current liabilities..................... 11,822,573 6,096,628 7,496,553 
Current ratio. . : Shes 2.5 3.7 3.6 
Total number of stockholders... ae 8,250 8,881 9,500 
Average number of employees... Pathe 5,185 4,341 5,113 
Total wages and benefits.............. 20,003,682 16,096,438 18,322,180 
*Indicates red figures. 
**As of January 1, 1950 the Company adopted the “‘Lifo” method of valuation of the metal content of mill 


inventories. Net Profits for 1950 were $332,000 less than if they had been calculated on the previous basis. 





eo We will be pleased to 
send you a copy of our 





A yy - Orr Annual Report upon request. 
President and Chairman of the Board 
BOARD OF DIRECTORS OFFICERS 
ROWLEY W. PHILLIPs, Chairman of the Board, The Phillips and Benjamin Co. HERMAN W. STEINKRAUS, Chairman of the Board and President 
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Mills at Bridgeport, Conn, and Indianapolis, ind. In Canada: Noranda Copper and Brass Limited, Montreal 
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Industry 
Business 


The Trend of Events 


CLOSING THE DEAL .... If any proof were needed as 
to the way the wind is blowing in the Federal Re- 
serve Board-Treasury Department row, it was fur- 
nished by the resignation of F.R.B. chairman 
Thomas B. MacCabe and the appointment of Wil- 
liam McChesney Martin Jr. as his successor. The 
latter, a former president of the New York Stock 
Exchange, will move into his new job from the 
Treasury Department where he is an under-secre- 
tary. Having held this post, he will doubtless bring 
with him an understanding of Secretary Snyder’s 
problems and a desire to cooperate with him. 

The change thus completes President Truman’s 
efforts to effect a compromise between the Treasury 
and the Reserve Board, with a distinct bias in the 
direction of the Treasury. With Mr. McCabe’s resig- 
nation, those in the financial fraternity who have 
been plugging for higher rates will have lost one 
of their best champions. The conclusion is that 
money rates will remain low in the foreseeable fu- 
ture, that is that no moves to raise them further will 
be made. Even those who in the past have advocated 
firmer money rates may be reconciled to such a pros- 
pect. After all, when the Re- 


TAXPAYERS’ PLIGHT... March 15 having just passed, 
it is perhaps unkind to remind of the taxpayers’ 
plight but it is well known that the date provokes 
the American people to more exasperated words and 
more frustrated thoughts than any other day in the 
year. We are expected to raise enough taxes to cover 
a $71 billion budget, and it has been figured out a 
tax take of this magnitude is equivalent to 71 days 
of labor of every man and woman working for gain 
in the United States, at $14 a day. And 71 days are 
fourteen five-day weeks or just about a quarter of 
a year. 

When the Government wants more taxes, it actu- 
ally asks for hours, days and weeks of your life and 
mine. And when Congress appropriates that money, 
they appropriate so many hours, days and weeks of 
our labor. All the more we all should see to it that 
taxes aren’t wasted. No one will deny that taxes 
are necessary, but everyone will agree that waste 
of tax money is not only unnecessary but highly 
irresponsible. To understand that fully, don’t figure 
taxes in money. Figure them by your hours of work— 
of hand and mind— and your 








serve System recently with- 
drew open market support for 
certain Government bond is- 
sues, their market cracked 
pretty badly and we doubt 
whether institutional holders 
of these issues were particu- 
larly pleased with it. Drop- 
ping or lowering the market 
Support is a double-edged 
Weapon to be used cautiously. 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








savings from past hours of 
labor. If you do that, the 
meaning of taxes will be 
brought home to you most 
realistically. 

If unnecessarily high taxes 
are bad, so is the sneaky capi- 
tal levy imposed on all of us 
through price inflation. That’s 
what it really is—a capital 
levy pure and simple for it 
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takes a slice of your capital (and also of your in- 
come) by reducing its purchasing power. The twin 
of this vicious impost is the capital gains tax—as it 
works during inflationary periods. 

Everyone is familiar with the plight of the house 
owner who sold his dwelling that originally cost him 
$5,000, for $10,000 and thought he doubled his 
money. Actually, on the $5,000 “profit,” he had to 
pay a 25% capital gains tax, amounting to $1,250. 
Then he thought he would buy one of the nice new 
houses they were putting up in the neighborhood 
but found that he couldn’t get anything similar to 
his old home for less than $10,000 to $12,000. Even 
at the lower figure, he would have to chip in extra 
savings or take a mortgage, for the Government via 
the capital gains tax has taken 1214% of his capital, 
and if that weren’t bad enough, Congress is now 
being asked to raise the capital gains tax from 25% 
to 3714 % .There is no justification for it, as we have 
previously pointed out. 


LOOK WHO COMPLAINS .. . We see by the papers 
that Iran’s parliament unanimously approved a pro- 
posal to nationalize all the nation’s oil resources in- 
cluding the wells of the huge British Anglo-Iranian 
Oil Co. Ltd. Ironically enough, we also read that the 
British Government which owns more than 50% 
of the stock of Anglo-Iranian, has protested vocifer- 
ously against the nationalization move. It is the 
same Government that has progressively national- 
ized all of Britains basic industries—her fuel re- 
sources, coal mines, steel, transportation and what 
not. The British Labor Government thus would seem 
to be a strong believer in nationalizing basic indus- 
tries and vital natural resources which under the 
socialist doctrine belong to the people and should 
be taken over by their Government. 

But it apparently all depends which Government 
does the nationalizing. Even the strongest doctrinal 
thinking seemingly suffers when the shoe is on the 
other foot. Even the Iranians must be acutely aware 
of the irony, not to mention the British people, 
undernourished, sick and disgruntled after six years 
of peace and socialism. It seems to us that the British 
Labor Government in protesting against Iran’s 
nationalization move really asked for it. It must 
have been an unhappy day for them. 


WILL IT EVER CATCH UP? .. . Automobile workers’ 
wages the other day were raised five cents an hour— 
$80 to $100 million a year for the entire industry— 
without argument or challenge. The arbiter was the 


Consumers’ Price Index of the Bureau of Labor 
Statistics, formerly called the “Cost of Living 
Index.” 


In the past, and particularly during World War II, 
that Index was frequently criticized as being incor- 
rect and not representative of actual living costs, 
and organized Labor more recently has again been 
on the warpath against it. Determined not to be 
caught this time, the BLS speeded up revision of the 
Index as soon as the Korean situation got hot, and 
in the preparation of the new index, some of the 
latest changes in buying habits of consumers were 
considered. The new base in fact rests on what 
people bought in 1949 rather than in 1935 which was 
the base for the old index. 

But already there is trouble brewing. The revision 
so vociferously demanded by organized labor no 


longer suits them. They now assert that spending 
patterns in 1951 will be far different from what they 
were in 1949 or even 1950, that families will be 
spending less for durable goods because these items 
won’t be available, and more for food (Wanna bet?), 
Thus they don’t like the idea of lowering, in the 
revised index, the relative importance of food, when 
the signs point to a rise in food prices. And they 
don’t like it because the new index will have a ten. 
dency of moving more slowly, both up and down, 
because of its construction. The complaint is under- 
standable, even if not wholly justified, if one con- 
siders that a great many labor contracts, through 
so-called cost-of-living bonuses, have been tied to 
the BLS consumers’ price index. If the latter moves 
slower, c.o.l. bonuses will take longer to obtain. 
Ignored is the fact that when food prices decline, 
the Index will likewise be slower to reflect the 
downtrend. 

Since changes in the Index are constantly reflected 
in wage bargaining, its importance to the economy 
can hardly be exaggerated. Millions of dollars ride 
on every tenth of a percentage point. All the more 
should the BLS adopt a policy of strict neutrality and 
refuse any attempt to compromise its integrity re- 
gardless of where such attempts may originate. 

Right now, the BLS has two official indexes, the 
old one and the new, revised one. We understand by 
late next year these will be superseded by a third 
one now in the works. But what if spending patterns 
have changed again by then? Will there be a fourth 
and fifth one just as rapidly as they can be com- 


puted? Can the Index ever catch up? And which one 


will be used in the meantime for collective bargain- 
ing? Emplovers may prefer the new index, the 
unions the old one. It looks like some spirited wage 
bargaining lies ahead, wage freeze or no. 


NEW FOREIGN AID PROGRAM ... The “Point Four” 
program designed to help baekward nations but 
never quite able to get off to a real start along 
originally planned lines, is now likely to grow up 
fast but as a different kind of proposition. It will be 
blown up and expanded, receive the name “United 
States Overseas Economic Administration,” and it 
will have a minimum of $3.5 billion to play with. Not 
only will it be responsible for foreign aid outgoing 
from the United States but act as a claimant here 
for foreign nations seeking essential raw materials 
and equipment. 


That is about the gist of the new foreign aid plan, t 


a proposal by the International Development Advis- 
ory Board (IDAB) to “consolidate and coordinate” 
the many Government foreign aid agencies, a job 
long needed. But included also is the addition of at 
least three new Government foreign aid agencies as 
well as the necessary appropriations for their func- 
tioning. The ante, in other words, is being raised. 
The chief proposal is to create a new overseas 
economic agency which would take over the Eco- 
nomic Cooperation Organization and pieces of some 
twenty other agencies operating in foreign economic 
fields. That new agency would be a permanent Gov- 
ernment body. Thus by taking over ECA it would 
also perpetuate a program otherwise not regarded 
as permanent. The new plan is called a unified for- 


eign aid program and that perhaps it is. But it also , 


increases the taxpayers’ burden. 
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As. J See Jt! 


BY ROBERT GUISE 


WHAT'S THE DEAL? 


~ 

e * over two weeks now, the weary argu- 
ment has continued in Paris over whether there 
should be a full-dress conference of the Big Four 
foreign ministers. Russia has made it clear that she 
wants a conference very much, despite her stubborn 
attitude on the agenda question. She wants a con- 
ference not only because it offers a splendid propa- 
ganda forum, but 

she wants it for a 

maneuver which, if 

successful, might BP EOE Sr ae tet 
readily win her con- "Cee 8 SON Beach 
trol of all Germany. : oer eae ; 
Hence her __insist- 
ence that the con- 
ference deal only 
with the question of 


German demilitari- 
zation; hence also 


the stand of the 
western powers 
that broader issues 
should be included, 
that the problem of 
German rearma- 
ment should be 
studied as an effect 
rather than as a 
cause of the tension 
in Europe. 

While the Big 
Four deputies after 
much sparring are 
still stalemated on the agenda question, there have 
been some minor Russian concessions and thus a 
growing feeling that Mr. Gromyko may yield 
enough more ground to pave the way for the con- 
ference. If so, the time to beware has come. World 
interest in any contact between East and West not 
only compels careful preparation for a major con- 
ference but there is also need to assure western 
unity in any stand the West will take. And it is 
obvious that a common policy cannot be founded 
upon the hopes or fears of the weakest partner. 

In this connection it is well to remember the dif- 
ference in approach of the major western govern- 
ments to the whole problem of an East-West con- 
ference. The British and French were far more 
eager for it than was Washington. Washington had 
little hope that anything fruitful might come of it, 
but London and Paris apparently preferred nego- 
tiations that might fail to no negotiations at all. 
Russia has been aware of this wavering in the west- 
ern front and has been exploiting it. Doubtless she 
will continue to do so if a full-dress conference 


MARCH 24, 1951 


“TEST SPAN” 


¥ Sige Te 
. n> Sean 


takes place, hence the need to watch out. 

Despite our doubts that the Russians will bargain 
in good faith, there is a widespread feeling that 
some kind of a deal may be in the offing—largely in 
deference to British and French pressure. A!l the 
more necessary will it be that our representatives 
will not allow themselves to be maneuvered into a 
course of appease- 
ment that were 
bound to weaken se- 
riously our position 
vis-a-vis Russia. 

Soviet tactics, it 
should now be fully 
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recognized, aim to 
keep the Russian 
lead in arms, to 
freeze the present 
balance of power 
which favors Rus- 
sia. Hence Russian 


insistence on an 
agenda that in- 
cludes discussion of 
German remilitari- 
zation and interna- 
tional disarmament. 
At the same time, 
the Korean war is 
kept alive as a 
means of slowing 
up the resurrection 
of American armed 
might—with the help of Russian arms and by keep- 
ing implicit the threat of a full-scale war with 
China. 

It would indeed be tragic if in any forthcoming 
3ig Four conference we would play into Russian 
hands by agreeing to anything that would interfere 
with the revival of western military strength—bar- 
ring of course a genuine over-all settlement with 
Russia which even blind optimists consider unlikely. 

3ehind Russia’s desire for a conference is the 
objective of thwarting the western defense pro- 
gram. It is one reason why U.N. overtures for a 
Korean settlement have met with stony silence in 
Peking. What Russia wants in Korea, since she 
cannot have a communist victory, is a military stale- 
mate that might lead to intense public pressure to 
pull out of that country, realizing full well that 
that would be tantamount to abject surrender and 
would wreck our whole attempt to build a western 
European bulwark against communism. In this 
sense, Korea and western security are closely inter- 
related. And because (Please turn to page 700) 


Crawford in The Newark News 


649 








Market Must Face Realities 








Following a substantial decline in average stock prices, there has been a partial recovery. 


There is no basis for thinking that the general upward trend can be resumed before there are 


additional downside tests, in view of anti-inflationary monetary-credit developments and a 


number of uncertainties. Expansion of stock holdings should continue to be deferred. 


By A. T. 


¢ 

a the last fortnight the stock market 
reacted quite sharply, before a partial recovery in 
recent days. More specifically, the daily rail average 
extended its previous clear-cut downtrend; while 
the industrial average broke out of the under side 
of the narrow trading range it had maintained for 
about five weeks since early February. The utility 
average, which made its 1951 high to date as late 
as February 24, or well after the other two averages, 
lost some ground for the third consecutive week. 
For the first time in this general corrective phase, 
the volume of trading expanded materially on a 
concentrated sell-off : to wit, a total fall of 8.07 points 
in the industrial average in the three sessions of 
March 12-14, and of 3.94 points in the rail average 


MILLER 


in the same selling wave. 

At recent lowest closing levels, industrials, al- 
though down less than 5% from the February 138 
high of 255.71 in this average, had cancelled about 
35% of the “leg” of advance from last December 4 
to February 138. On the same comparison, the rail 
average reacted a little over 10% from its 1951 
high, recorded February 5, and cancelled about 40% 
of its December-February phase of advance. So 
figured, there has been a fairly substantial degree of 
correction; but there is no assurance that more will 
not be seen, despite interrupting rallies, before there 
is an adequately sound base established for any 
resumption of the general upward trend. For one 
thing, the adjustment begun from the February 
highs is something more than merely 
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technical, for investors have clearly been 
feeling more uncertain on a number of 
counts. For another, the market remains 
in high ground, from the viewpoint of 
340 the historical price range. 


_ More Than Minor Interruption 

As we pointed out before, there was 
a significant loss of vigor in the market’s 
forward movement before any material 
sell-off developed. That was evident in 
the fact that trading volume around the 
February highs was lower than it had 
been in December-January; and in the 
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further progress. Such indications of 
“tiredness” in an upward trend have 
more often than not signalled “the end 


2.20 







































































23 30 6 ‘s 20 ea 63 10 «647 a4 3 to 


JAN. 





650 





@eqecee See eee%, 20 

hs Ania i \ > Taking into account this prior evidence, 
230 | . | 4 us the performance of the last six weeks, 
ik Fos 4 sak a and the — a —— 
i oo .W.S. on uncertainties, which have resulted in 
‘ Fg mre Beap ecco poco NS ” a considerable “watering down” of in- 
ia ae rant os SCALE AT LEFT 105 flation sentiment, we conclude that in 
M.W.S. 100 HIGH’ any even the present phase represents 
- PRICED SFOCKS | — an intermediate reversal, not a minor 

——T INVESTMENT DEMAND} one. 
BCALE AT RNG At On fundamental grounds, there is still 
190 95 no basis for thinking that it is the prel- 


7 ude to a bear market. If our general 
appraisal is correct, it will at least take 
more time for the long and large previ- 
ous advance to be digested and consoli- 
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further fact that, on a week-to-week ' 
basis, those highs represented only slight | 
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dated; and it would not 
surprise us if the process 
involved some further re- | 9. 
treat in stock prices. We 
regard it as very improb- | *° 
able that the optimistic | jg 
speculative mood of Decem- 
ber-January will be re- | 18 
created any time soon. It 
found reflection particular- 
ly in a very active demand 
for “war stocks” and for 
low-priced speculative equi- 
ties in general. These have 
declined so sharply in re- 
cent weeks that the per- 
formance is more sugges- 
tive of reduced confidence 
in the scope and duration | 9, 
of armament-economy ben- 
efits than of mere technical | 4. 
correction of a too-rapid 
advance. At the same time, | go 
there are signs of a very 
considerable “cooling off” | 15 
on “inflation-hedge” stocks. 

The relatively sharp dip 
in the first half of last week | 6 
coincided with the most 
marked weakness seen in 
the high-grade bond market 
in some years; and it very 
likely was largely influ- 
enced thereby. Indeed, the 
bond market has been the 
spotlight financial news of 
the last fortnight; and re- 
mains so at this writing. Washington reports, which 
seem credible, are to the effect that in the an- 
nounced, but undetailed ‘accord’ between the 
Treasury and the Reserve Board on monetary-credit 
management the biggest concessions were made by 
the Treasury, and that the Reserve got agreement 
on much of what it wanted. 

In any event, it was quickly indicated that the 
Reserve had freed itself of the obligation to hold 
long-term Governments above par by support buy- 
ing of any and all bonds offered for sale. That was 
the mechanism which had made the Reserve System, 
in the words of Mr. Eccles, an “engine of inflation’, 
enabling commercial banks and other institutions to 
sell their Governments either profitably, or at no 
loss, and to shift the funds to higher-yield loans. So 
we had the spectacle of Government bonds selling 
under par in a free market. 

This not only dried up selling, but brought in 
some demand, in view of the higher prevailing yields. 
There was tentative evidence of stabilizing tenden- 
cles in the Government market by Thursday, March 
15, which facilitated a slight stock-market recovery. 
Then it was announced on the following morning 
that Thomas B. McCabe had resigned as chairman, 
and a member, of the Reserve Board; and that in 
his place the President had appointed William 
McChesney Martin, Jr., Assistant Secretary of the 
Treasury, and a former president of the New York 
Stock Exchange. This news was followed by an im- 
mediate brisk rally in the stock market, and a small 
recovery in the bond market, though not main- 
tained and indecisive in that it left both markets 
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well under their previous highs. 
Jumping To Conclusions 


It appears that the financial community, or much 
of it, jumped to the conclusion that the Reserve 
System is ‘back under the thumb” of the Treasury; 
and that its over-all policy, if not inflationary, will 
be less anti-inflation as a result of this change. This 
view of course remains to be tested. True, Mr. 
Martin would not have been appointed without the 
approval of Secretary of the Treasury Snyder; but 
neither would Mr. McCabe have participated in the 
selection and made room for the appointment if it 
were not satisfactory to him and to Board members 
who fought the Treasury’s insistence on a rigid 
2.5% long-term interest rate policy for Govern- 
ments. In view of the circumstances, and in view 
also of Mr. Martin’s personal background, it seems 
improbable that the Reserve will go back to its 
former inflationary bond-market support policy. 

The change in central banking policy, represented 
by the unpegging of Governments bonds, is the most 
forthright official move to combat inflation yet made. 
If it does not get desired results, in combination 
with the voluntary program for scanning new bank 
loans announced last week, there will surely be ad- 
ditional repressive action. In spearheading the fight 
against inflation, via monetary-credit management, 
the semi-autonomous Reserve System has more or 
less “taken the ball’ from the Administration. It 
has substantial support in Congress, and probably 
can get broadened powers. In the stock market it 
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has always been an eventually losing game to mini- 
mize the significance of central-banking moves which 
amount to “putting on the brakes.” j 

It will, of course, take some time to reveal whether 
the readjustment in the bond market, under the 
more or less free play of supply-demand factors, has 
already been largely completed, or whether it has 
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further to go. Without official support for Govern- 


ments, interim fluctuation throughout the market is . a 
bound to be wider than previously; and, hence, can i 


be more confusing than revealing on a day-to-day 
perspective, which is all that is available at this 
writing. 

At recent lowest bond-market levels, the average 
yield on high-grade corporate issues had risen about 
7.5%, aS compared with the lowest yield basis of 
last year. That is a relatively small change insofar 
as concerns its direct relationship to the stock mar- 
ket, wherein average dividend yields on represen- 
tative industrial equities are in the vicinity of 7%, 
on the basis of 1950 payments, versus about 2.72% 
for good-grade corporate bonds. However, any rise 
in bond yields must have some psychological signi- 
ficance for the stock market, especially since in re- 
cent years so much has been made, as a bullish 
argument, of the wide excess of stock yields over 
bond yields. 

The argument is valid up to a certain point. Thus, 
it will be agreed that the stock-bond yield ratio is 
one of a number of reasons making a major bear 
market improbable any time soon. But this is not 
particularly relevant from our point of view, since 
we have been expecting not a bear market but an 
intermediate downswing. So far as that is concerned, 
it need only be pointed out that a highly favorable 
relationship of stock yields to bond yields did not 
prevent a 32-point decline in the industrial average 
from the 1948 high to the 1949 low; nor a 31-point 
dive shortly following the start of the Korean war. 

We omit from this discussion a number of other 
matters of investment uncertainty or concern, be- 
cause the pros and cons thereon are dealt with in a 
special article on following pages. Study it as a 
supplement to this market analysis. 


A Market Of Stocks 


We continue, of course, to have the usual “market 
of stocks”, with selective variations fully as impor- 
tant to investors as the general trend. Indeed, as 
should hardly need to be said, the “general trend” 
is simply the average of a great number of widely 
varying changes in prices of individual stocks. 
Charted on this page, by way of emphasizing selec- 
tivity, are the percentage changes in our weekly 
stock group indexes between the close of 1950 and a 
recent date. The largest gains for this period were 
shown, in order, by gold-mining stocks, radio and 
television, and business machines, all more than 
three times greater than the rise in the combined 
index of 334 stocks. Yet, in none of these three lines 
are earnings prospects in a semi-war economy im- 
pressive. The shorter the period covered, the more 
must independent judgment be used in viewing se- 
lective divergences, and the more allowance must 
be made for transient technical influences. 

There were net declines over this period of rough- 
ly ten weeks in bus lines, coal mining, dairy prod- 
ucts, liquor stocks, and meat packing; and no gain 
in shipbuilding, sugar stocks, and the sulphur group. 
There were below-average gains in aircraft, food 
stores, investment trusts, machinery, miscellaneous 
metals, rail equipments, realty, tobacco, and variety 
stores. 

In addition to the three biggest gainers in this 
period, as cited above, gains substantially or largely 
above average were scored by agricultural imple- 
ment stocks, autos (Please turn to page 700) 
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By E. A. KRAUSS 


4 can hardly be said that the latest sell-off 
In the stock market has come as a great surprise. 
Apart from the likelihood of a corrective move for 
technical reasons, the market for some time seems 
to have sensed a progressive approach to a cross- 
roads though it has not always acted accordingly. 
Thus the advance since early February seemed 
out of proportion if not contrary to basic news and 
the basic outlook. Final realization of this led to 
mounting indecision and a gradual downdrift of 
stock prices which ultimately culminated in a sharp 
decline set off primarily by rumors of impending 
peace negotiations over Korea. Such rumors were 
not new but the prospect of a stalemate and ultimate 
settlement took on new substance in recent days. To 
the astute observer, progressive easiness in the 
commodity markets fitted into this picture. The 
impression currently is that if not a turning point 
of some importance, then at least clarification of a 
good many uncertainties may be closer at hand. For 
the investor this naturally creates new problems. 
Visibility has been low for quite some time. With 
the defense effort slow in getting into gear, it had 
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not reached the point 
where much along 
lines of major policy 
had been resolved. 
Still to be formulated 
were definite deci- 
sions on military re- 
quirements, controls, 
taxes, monetary pol- 
icy and international 
policies — all matters 
? of vital importance. 
If in spite of this, the 
stock market with 
little interruption 
pursued an upward 


Ws to course based primar- 
Ut ily on the belief that 
Dut rearmament auto- 
Ww. matically guarantees 
ard high level business 


and at least satisfac- 
tory profits for an indefinite period, it 
merely acknowledged the artificial stimu- 
lus inherent in the arms effort. Until more 
recently, little attention was paid to the 
possibility that things might not quite 
work out that way. But there is less cer- 
tainty about it now. 

Today there is less concern about the 
possibility of global war, at least in 1951, 
and because tension in this respect has 
eased, the arms effort has been losing some 
of its drive. The impression is that Russia 
hesitates to pick an all-out fight, and that 
this permits rearming at a somewhat more 
leisurely pace. If so, any slow-down in 
military output below projected schedules 
is bound to spell more problems for in- 
dustry. 

A more conciliatory Soviet attitude 
would be entirely logical because in the 
Kremlin’s thinking, it might be the best 
way to put a crimp in the West’s rearma- 
ment effort. Russia’s peace offensive indi- 
cates that this fact is fully appreciated. 
While the West is unlikely to fall for any 
phony conciliation on Russia’s part to the 
extent of abandoning the arms efforts, a 
more peaceful turn in international affairs might 
nevertheless slow down military plans. After all, the 
military services are always seeking something bet- 
ter and do not like to concentrate on heavy ouput of 
equipment that may soon become obsolete. Moreover, 
a sense of urgency is difficult to maintain in a cli- 
mate of easing tension. 






Arms Drive, Inflation Threat Weakening? 


It is understandable, then, that with tension less- 
ening, investors are less inclined to assume indefi- 
nite continuation of arms production at anything 
like the rate scheduled by the mobilizers. And 
whereas formerly, inflation was one of the strongest 
market factors, many have become less inflation- 
minded, at least over the intermediate term. At the 
same time, there is a general upward revision of 
ideas about civilian goods production. 

In short, what has happened is that the former 
sense of crisis that furnished the big push behind 
the arms effort and dominated the economic out- 
look, has given way to “peace jitters”. And “short- 
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age jitters” have been supplanted by “inventory 
jitters”. Consumers, well stocked, have cut buying 
and business, equally well stocked, is beginning to 
worry about inventories. Prices have been crumbling 
with commodity spot and futures price indexes in 
an irregular downtrend since mid-February. Coming 
in the wake of a great speculative spree, a let-down 
—if carried further—might be doubly dangerous. 

Elsewhere we note a slackening of controls before 
they really had a chance to go to work. Price con- 
trols have been allowed to crumble. Stockpiling of 
some strategic metals has slowed almost to a halt. 
There is a slower approach to plant expansion. 
Everything indicates that the heat is off—that de- 
fense planners are in less of a hurry. 


Milder Than Expected Steel Cutback 


The general easing of mobilization requirements, 
-even if it should be only temporary, inevitably cre- 
ates new problems. The new steel cutback for in- 
stance will be only 20% during the second quarter 
whereas many steel mills have scheduled cuts up to 
50% for their customers. Together with the virtual 
halt in stockpiling this could mean that manufac- 
turers in the second quarter will get more steel, cop- 
per, aluminum, etc. than they have been expecting. 
Doubtless they will take all they can get, but this 
may also throw industrial inventories seriously off 
balance. At any rate, it should further reduce the 
shortage threat even in consumer durable goods 
industries. 

The easing of controls and mobilization require- 
ments is by some regarded as proof that a slowing 
of the rearmament schedules is in the wind, that 
previously contemplated cutbacks in civilian goods 
have to be revised so as to prevent a slack which 
arms orders couldn’t take up. To what extent such 
reasoning is correct remains to be seen. But ob- 
viously the investor, in looking ahead, needs some 
perspective that all too easily may have been lost in 
the welter of rumors and conflicting opinions. 

As far as the stock market is concerned, a correc- 
tive move was overdue and whenever such is the 
case, it can fit into any explanation that comes to 
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mind. At one time, the recent fall of prices wa 
ascribed mainly to the weakness in the Government 


bond market following pulling of the “support sf 


plug.” Subsequently selling was mainly attributed t 
rumors of an armistice of Korea. At this point it i 


good to remember that the market has had “peace 
jitters” for some time, and has also been worrying |~ 
about credit restrictions and top-heavy inventories, 

Thus in casting about for a reason for the sell-off, 
one might just as well observe that the market has 


had a long advance with little correction, is histori- 
cally high, and that the prospect now points to lower 
corporate earnings. Certainly as far as the latter 
are concerned, most if not all of the “good news” is 
out. Profit comparisons after the first quarter will 
not likely be favorable. This is implicit in higher 
taxes and impending production shifts. ‘Peace jit- 
ters” may have had their part, but they have beset 
investors for quite some time as witness the veering 
away from war stocks and renewed interest in peace 
stocks and so-called defensive securities. 

True, global war this year seems unlikely though 
no one can be sure about it. But while greater assur- 
ance in this respect may take the “heat” off the 
arms effort, it is difficult to imagine that we will 
abandon it entirely. The same goes in the event of 
an armistice in Korea. Abandonment of rearmanent 
is only thinkable in the event of a basic, over-all 
political settlement with Russia that would definitely 
dissipate the Soviet threat. Hardly anyone believes 
such a settlement possible at this time. It may be 
possible once the West is strong enough to call the 
tune—one more reason why the arms effort must 
and will go on. 


Size vs. Tempo 


The big question, from an economic viewpoint, 
remains not only the size but the tempo of the arms 
effort. Even if size is not reduced but only the tempo 
slackens, it could make a great deal of difference— 
for it would imply a step back towards a peace econ- 
omy, a weakening of the artificial stimulus without 
which we would now probably experience a decline 
in business. That of course is what the market is 
worried about, why war stocks are out of favor, why 
investors have been taking a new look at peace 
stocks, while aircraft shares are being dumped and 
television and auto stocks accumulated despite talk 
of top-heavy TV inventories and predictions of 
henceforth declining auto output. 

Had business merely to contend with a transi- 
tional lag due to the slow progress of the arms pro- 
gram, all that might be ahead would be a temporary 
and moderate upset brought about chiefly by recent 
overbuying. But once the full impact of arms orders, 
as originally scheduled, were felt, things would 
likely tighten up again all around. The bugaboo is: 
What if there is no such full impact, if the slower 
tempo of ordering permits a greater proportion of 
civilian goods output than recently envisaged? With 
consumers well bought ahead and the shortage 
threat pretty much discounted, business in that 
event would doubtless be faced with a selling job. 
Volume and profit margins might be difficult to 
maintain. Let’s not forget that despite the latest 
consumer buying spree, production has more than 
kept up with sales, that inventories have been in- 
creasing rapidly all along the line. That’s why busi- 
ness is worried about inventories, why pressure 
against commodity prices has been easing, why in- 
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vestors and the market have “peace jitters.” 
Just to what extent all this—or none of it— 
may come about is still uncertain but clarifi- 200 
cation may not be far off. We are nearing a 
crossroads. Hence the acute interest in what 
happens in Korea during the next few weeks, 
and in what may come out of the preliminary 180 
Big Four talks. And even more, to what ex- 
tent all this will influence the arms drive. 
Inflation Outlook— ata 
Long Term vs. Intermediate 


What about inflation? Haven’t we been | jyo 
told that we are in a long term inflation trend 
which is bound to support stock market 
prices? We are in such a trend but it’s a 
creeping inflation, subject to interruptions, 120 
and it is quite possible that the worst of the 
latest outburst is pretty much over for the 
time being. 

We are far from facing a prolonged price 
downtrend, of course, for the inflationary 
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implications of the defense program will re- 

main with us even if peace of some sort comes in 
Korea and the international situation cools off a 
little. And organized labor still is out for a sixth 
round. 

But there are also offsetting factors. Anti-inflation 
controls are starting to work—particularly in the 
credit field, and production facilities continue to be 
expanded to the point where defense production will 
represent a relatively small proportion of total] out- 
put. To the extent that this assures an ample civilian 
goods supply, inflation will be weakened. We may be 
in a long term inflation trend, but there may never- 
theless be interim periods when inflation can readily 
be swept under the carpet. 

In the face of a distinct possibility of at least 
medium-term overproduction of civilian goods, in- 
flation is bound to wane as a supporting factor. The 
same is true when we evaluate the longer range 
production potentials inherent in present plant ex- 
pansion programs. They spell a big boom in output, 
enough to provide a plethora of civilian goods even 
when armament needs continue for an indefinite 
period. 

In view of all this, it’s not surprising that the 
market has become increasingly uneasy. While there 
has been much bearish opinion on technical grounds, 
outside factors such as those discussed have been 
anything but constructive. Above all, there have 
been too many uncertainties for investors to take a 
long position at this stage and this obviously weak- 
ened support. Elsewhere there has been investor 
effort to adjust to the new probabilities as witness 
the trend towards defensive stocks such as utilities, 
tobaccos and food shares, and far less emphasis on 
rails, steels, metals, aircrafts and the like. 

Certainly if what lies ahead implies a step back 
to a peace economy and away from a semi-war 
economy, the investor not only faces the question 
whether present market levels are dangerous but 
whether he should not prudently review his position 
both from a general viewpoint as well as in the light 
of individual objectives. While to-date, there is in- 
sufficient evidence of a possible serious and pro- 
longed upset of business and corporate profits to 
justify withdrawal from long term holdings of com- 
mon stocks, certain portfolio changes might be in 
order. 
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In view of the need for income and the expectation 
of still heavier individual taxes, investors generally 
will continue to place emphasis on relatively high 
yield which is still obtainable at today’s market 
prices, but investment choice should prudently veer 
towards more stable and conservative issues and 
away from the volatile fast-moving equity classes. 

In short, investment planning should favor sound 
stocks for income rather than the more risky cyclical 
issues. By this we don’t advocate a rush into the 
storm cellar—the time for that is not yet. But we do 
feel that conservative issues might do better in the 
period ahead, particularly if there should be more 
price correction. Moreover, steady yield now is pref- 
erable to a long term hedge against inflation which 
at best is of uncertain virtue and under prospective 
conditions may become of secondary importance 
anyhow. Admittedly even sound income stocks are 
not immune to a possible paring of dividends if 
earnings decline, but the risk is less. 


Prospects Still Obscure—But Clarification Nearer 


However, a real veering back towards a peace 
economy—that’s what’s back of recent and current 
“peace jitters”, is by no means an assured prospect. 
The present apparent easing up in the arms drive 
may be shortlived and the defense effort spurred to 
new vigor by new Soviet-inspired crises—particu- 
larly if the Kremlin fails in its phony peace offen- 
sive. Even then, the next few months should tell. As 
long as visibility remains low, we are bound to have 
hesitant and nervous markets. But it should not be 
too long now for the fog of uncertainty to lift— 
clarifying the outlook one way or the other. Cer- 
tainly there is no need for undue bearishness, but 
caution is distinctly in order. 

In the last analysis, the market is now compelled 
to face realities—rather than discount probabilities 
as in the past—because realities are now beginning to 
shape up. It may have to revise its ideas about war- 
economy benefits to business, about the scope and 
tempo of the arms effort, about the inflation threat. 
As far as the latter is concerned, the outlook for con- 
tinued high civilian goods production plus action in 
the credit and monetary field leave little doubt that 
inflation thinking may have been overdone. 











“Understated” Earnings in 


Annual Corporate 
By C. J. CLIFFORD 


W tr so many concerns achieving unusually 
high earning power last year, despite the impact of 
retroactive taxes, it is hardly surprising that some 
took advantage of the opportunity to make conserva- 
tive bookkeeping adjustments. In this process, net 
earnings of very ample proportions were actually un- 
derstated, although managements generally pointed 
this out in their annual statements to stockholders. 

In order to effect tax savings under the newly 
imposed higher income tax rates, and with EPT to 
contend with, a good many companies late last year 
revalued their inventories by adopting the LIFO 
(Last-In-First-Out) method for the first time. Sub- 
stantial markdowns that resulted, pruned taxable 
earnings, provided that a concern agreed to employ 
LIFO henceforth as well, and net profits were con- 
siderably reduced. 

This procedure was especially noticeable in the 
rubber industry, as pointed out in an article on rub- 
ber companies elsewhere in this issue. Concerns in 
other industries during 1950 set up or increased 
reserves for different purposes, such as for accele- 
rated depreciation, and while these created no tax 
advantage, they did reduce reported net earnings. 
Aside from the foregoing, there were occasional 
instances where special adjustments in accounting 
or non-recurring losses had a similar effect. 

In the appended tabulation we list a number of 
companies whose annual reports reveal net earnings 
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distorted by the factors we 
have discussed. To reach a 
clearer understanding of 
these situations, it is nec- 
essary to examine them in- 
dividually for definite ex- 
planations, since the latter 
will vary a good deal. Let’s 
start with a few where in- 
ventory revaluations en- 
tered the picture. 

Allegheny Ludlum Steel 
Corporation, for example, 
reported record earnings 
of $7.07 per share last 
year, but had it not been for the adoption of the LIFO 
method, net profits would have been 85 cents a share 
larger. The change from the “average cost” method 
formerly employed had the effect of reducing inven- 
tory values by about $2.5 million and net earnings 
by $1.1 million. In all cases of this kind, the use of 
LIFO should stabilize future earnings by increasing 
them in lean years and paring them in better periods. 

Continental Steel Corporation also adopted LIFO 
in 1950, and the effect upon per share net earnings 
was relatively impressive. The company reported net 
profits of $2.66 million or $5.30 per share, compared 
with $1.27 a share in 1949. The new method of valu- 
ing inventories, though, reduced 1950 net income 
by $540,000, equal to $1.07 per share. It is obvious 
that results last year were so satisfactory by any 
standard that they presented a good opportunity to 
adopt the new accounting method without unduly 
impairing profits. 


Reports 


Pacific Mills 


Extraordinary high prices for wool and cotton 
towards the end of last year induced the directors 
of Pacific Mills to revalue inventories on a LIFO 
basis. This was quite logical in the textile industry 
where earnings tend to fluctuate widely as a result 
of volatile raw materials prices. Because of large 
physical inventories of wool and cotton at the end 
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of 1950, their book values were shaved by more than 
$6 million by revaluation, and net earnings were re- 
duced by approximately $3.6 million: otherwise net 
earnings would have shown as $10.11 per share 
rather than $6.39 as reported. As a result of the 
change, though, the management states that the com- 
pany’s tax liability for 1950 was reduced by about 
$2.96 million. In other words, stockholders have 
greater assurance of more stable earnings hence- 
forth, due to the cushion established against a pos- 
sible decline in materials prices, while at the same 
reaping tax advantages. 










Youngstown Sheet & Tube Co. 






A similar change to LIFO in the case of Youngs- 
town Sheet & Tube Company, except as applied to a 
few items, reduced inventory values by about $3.7 
million and net income for 1950 by approximately 
$1.3 million. Because of a relatively large amount of 
common shares outstanding, the company’s earnings 
per share were reduced only 39 cents by the change, 
or to $12.12 from otherwise $12.51 a share. Another 
steel company to follow the same procedure was 
Sharon Steel Corporation. In this instance, the adop- 
. tion of LIFO early in 1950 had the effect of lower- 
mag ing net earnings by $1.24 million last year, equal 

to $1.83 per share. The company pared its income 

tax liability by the change, and could comfortably 
a afford to report lower profits, since as it was, 1950 
net income of $10.03 per share compared very favor- 
ably with $3.59 for 1949. 

Interlake Iron Corporation, the largest indepen- 
dent producer of merchant pig iron, computed its 
3 ' cost of iron ore in inventory by the LIFO method last 
year, although the effect on per share earnings was 
not very significant. The company marked down in- 
ventories by about $620,000, reducing net income 
by $266,466. Reported net earnings of $2.94 per 
share, accordingly, were 13 cents lower than if the 
: change had not been made. 

' Increased profits in 1950 influenced Marlin-Rock- 
) well Corporation to achieve tax savings through the 















adoption of LIFO, but the step had only a slightly 
adverse effect on net earnings. The change in the 
basis of inventory cost valuation cut $480,000 from 
values as previously determined, and reduced net 
earnings after taxes by $256,000. On a relatively 
small amount of common stock outstanding, net earn- 
ings of $9.86 per share as reported were 75 cents 
less than if no change-over to LIFO had occurred. 
In reporting 1950 net earnings of 


erated rates during early years of production, al- 
though the Bureau of Internal Revenue does not 
allow these charges to reduce taxable earnings. Dur- 


ing 1950 operations, the company provided for 
$15,184,365 for accelerated depreciation in its annual 
income and expense statement. This ultra-conserva- 
tive procedure had the effect of reducing net earnings 
to $6.59 per share as against $6.92 if no charges tor 
accelerated depreciation had been made against 
earnings. 

Hewitt-Robbins, Inc. at the end of 1950 found 
itself with sizable inventories of crude rubber then 
quoted at 70 cents a pound versus 181, cents early 
last year. Accordingly, it was considered to the com- 
pany’s long range advantage to convert to the last- 
in-first-out method of valuing inventories, as per- 
mitted by the Bureau of Internal Revenue. The man- 
agement explains that by this means, taxable earn- 
ings were reduced by about $280,000, normal and 
surtax payments by about $118,000 and excess profits 
taxes by $42,000. To complete the picture, net earn- 
ings after taxes were reduced by $120,393 or 43 cents 
a share. Despite the latter fact, reported 1950 net 
income equal to $4.55 per share still compared very 
favorably with $2.25 in 1949. 


Phelps Dodge Corporation 


Phelps Dodge Corporation, until last year consis- 
tently charged annual provisions for mine depletion 
directly to surplus account. In 1950, however, a 
change in the method whereby this charge was ap- 
plied to operating income, in effect reduced net in- 
come by $2.8 million or 45 cents a share. Depletion 
used in computing Federal income taxes, however, 
was computed on a statutory basis and differed from 
the amounts cited. Stockholders of Mack Trucks, Inc. 
were encouraged by an improvement in 1950 opera- 
tions that was reflected by net earnings of 93 cents 
a share compared with a substantial deficit in 1949. 
If they scrutinize the annual report closely, however, 
they will discover that had not non-recurring ex- 
penses amounting to $1.25 million pared earnings, 
$1.76 per share would have been earned. 

The management of Monsanto Chemical Company 
last year adopted unusually conservative policies in 
providing for depreciation and obsolescence of their 
facilities, as well as for property retired. A special 
reserve of about $2 million for loss on obsolete build- 
ings and equipment resulted in reducing net earnings 
to $5.37 a share, or 42 (Please turn to page 698) 








$3.56 compared with $3.71 in 1949, 





the management of the Kroger Com- 
pany explained to stockholders that 





the decline was wholly due to a change 
in accounting methods last year. 
Adoption of LIFO for the first time 
resulted in a reduction of reported 
net income to the extent of $1.3 mil- 
lion. Had it not been for this factor, 
net income would have been equal to 
$3.91 per share, establishing an actual 
uptrend from the previous year. How 
logical the change in accounting was 
in this instance is shown by the fact 
that Federal income taxes for 1950 
were thereby reduced by $1.76 million. 

E. I. du Pont de Nemours & Com- 
pany last year continued its practice 
of depreciating its facilities at accel- 


Du Pont 
Hewitt-Robbins 


Kroger Co. ..... 
Mack Truck Inc. 


Pacific Mills 
Phelps Dodge 











Allegheny Ludlum Steel... 
Continental Steel Corp. 


Interlake Iron Corp. 


Marlin Rockwell Corp. 
Monsanto Chemical 


Sharon Steel Corp. gor 
Youngstown Sheet & Tube... 
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Companies Which Understated Earnings In 1950 
Net Income Net Income Net 
Prior to Special Special After Special Reported Per Share 
Adjustment Adjustment Adjustment Net Per Prior to 
———————(000)—_—_______- Share Adjustment 
$ 10,914 $ 1,100 $ 9,814 $ 7.07 $ 7.92 
3,200 540 2,660 5.30 6.37 
311,686 15,184 296,502 6.59 6.92 
1,547 280 1,266 4.55 4.98 
6,012 266 5,746 2.94 3.07 
14,389 1,302 13,087 3.56 « 3.91 
2,637 1,250 1,387 93 1.76 
3,601 256 3,345 9.86 10.61 
28,231 2,011 26,220 5.37 5.79 
9,727 3,600 6,127 6.39 10.11 
42,395 2,282 40,112 7.91 8.36 
10,524 1,240 9,284 10.03 11.36 
41,944 1,328 40,616 12.12 12.51 
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Calling... 


CONVERTIBLE 


ISSUES 


By J. S. WILLIAMS 


wt n interesting phase of the securities markets 
in recent months has been a rather noticeable trend 
to redeem, partially or in whole, issues of convert- 
ible bonds or preferreds. This circumstance has cre- 
ated problems for holders of these senior obligations 
and stocks as to whether they should cash them in 
or convert while the opportunity was still open. 
Similarly, investors with equities in these concerns 
are often puzzled about the significance of these 
retirements and the possible effect upon their own 
positions. In the circumstances, a brief discussion 
of the subject seems appropriate. 

Following a year of widespread and unprecedented 
prosperity, it has been natural for numerous com- 
panies to accumulate large amounts of working 
capital. Despite liberal dividend payments, substan- 
tial amounts of retained earnings have swelled cor- 
porate treasuries impressively in many cases, and 
logically encouraged steps to retire debt or to bring 
about a better balance in the general capital 
structure. 

It should also be realized that the initial reason 
for making new issues convertible was to facilitate 
their flotation, and the proceeds usually went for 
the financing of expansion. Now that these programs 
have been substantially completed and their fruits 
have been reflected by increased earning power, 
yields on the common stocks have often risen to a 
point where the conversion privilege has become 
quite valuable and large amounts of the outstanding 
senior issues have been exchanged for the equities. 
In this process, of course, the equities were diluted, 
and to limit dilution, it has frequently seemed 
advisable to redeem the convertibles partially or in 
full. In many situations where this has taken place, 
such large amounts had already been converted that 
redemption of the remainder was a relatively simple 
undertaking. 

Investors in convertible issues have primarily fa- 
vored them not only for their relative safety, but 


also because they 
usually represent. 


version into co 
mon stock — crea 
opportunities f 
capital gains orf 
higher and yet d 


Upon receipt of 


be redeemed, an 
investor is faced 
with the question 


the 
were purchased at 
a price above their 
redemption terms, 
as is often the case, 
a potential loss al- 
so creates a poser, 
unless by conver- 
sion a paper profit 
is established by a 
current relatively high quotation for the common 
shares. 

In such cases, a corresponding premium for the 
convertibles in the open market would of course 
permit their immediate liquidation to establish a 
capital gain, or the investor has the alternative of 
abandoning his former sheltered position and as- 
sume the risks of a common stockholder. The general 
uptrend in dividend rates, combined with the favor- 
able business outlook has broadly encouraged con- 
version in the past year. 

Let’s examine a few situations like the foregoing 
and discuss the pros and cons of the process from 
the angle of the company and the owners of its equi- 
ties. Westinghouse Electric Corporation, for ex- 
ample, had outstanding at the start of 1950 an issue 
of $80 million 2.65% debentures, convertible into 
common stock at the rate of 30 shares of common 
for a $1000 par value debenture, thus establishing 
a parity price of 33.3. During the course of last year, 
improved earnings and increased dividend liberality 
caused the stock to rise to a peak of 36, thus making 
the conversion privilege valuable. Holders of about 
$32.1 million of the debentures elected to convert in 
1950, thus reducing the amount outstanding to $39.9 
million and increasing the number of common shares 
by 960,000 or about 7%. 


Sharp Rise in Working Capital 


Through large retention of earnings, the working 
capital of Westinghouse at the year-end had risen to 
about half a billion dollars, of which $209 million was 
represented by cash or government securities alone 
which exceeded all current liabilities by a margin of 
$61 million. This strong financial position enabled 
the company to redeem comfortably the balance of 
the 2.65% debentures outstanding as of March 2, 
1951, as well as to halt further expansion in the 
number of equities. 
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Convertible Preferred Shares Recently Called ] 













































































might nated and no future provision for 
igh conf sinking funds will have to be made Proposed Redemption — Current Current Redemption 
O com) on this sar a issue, it should be Conversion Price of Price of —‘ Yield on Date of 
a create » realized —. bec tenia sang Preferred Issues Rate* Preferred €ommon (Common Preferred 
es form will os ye Miva h oe wer Allegheny Ludlum Steel $4.50 cv. 3.1 $103.00 43% 5.8% 2/6/51 
IS or for cr compe b a d ted f 7 i oars no Atlantic Refining 4% “A” cum. cv. 2.224 105.50 672 5.9 12/15/50 
yet dete longer be deaucted trom taxable earn- Beaunit Mills $1.50 cum. cv. 1.0 25.371 34% 5.8 3/1/51 
ings. On the whole, though, the capi- Colorado Fuel & Iron 5% 1.25 21.131 22% 96 4/17/51 
eae - tal structure has been strengthened Dixie Cup Co. Class “A” 1.0 a2 8 5.6 4 1/51 
, Firth Carpet Co. 5% 1.8 105.65 13% 9.4 1/17/51 
> -On tf by the ee: ator ogy Se fitted. Hooker Paolini Seo $4.50 cum. ev... 3.333 103.00 472 4.2 une 
a con. ia ings bi d e es ony yh enelitte Merck & Co. $4.00 cum. cv. 2nd 3.0 107.08! 71% 3.3 10/31/50 
ue will — The fun amen als of the common Manseste Cheasionl Ser B" preference 1.739 pene 78%, 3.8 1/23/51 
a z stock have improved beyond doubt. Sunray Oil 442% cum. ev. “BY? 1.725 25.50 197% 6.0 4/13/51 
faced Contteal Airit PG ol of — ae into which one share of preferred may be converted. 
lestion ee 217,865 shores called. 
onvert | , , ‘ : 3—200,000 shares called. 
hold. | A combination of circumstances in- 
ed. If duced Capital Airlines to call for re- ws 
tibles demption on March 2, 1951 its entire remaining more than a year past, for example, Monsanto Chem- 
sed at issue of $2,995,500 4% convertible debentures, Series ical Company has progrssively retired two entire 
their B. This issue was convertible into common stock on issues of Series A and Series B convertible pre- 
erms a basis of 90 shares for each $1000 debenture. For ferreds, aggregating more than $17.4 million. Little 
‘case. -—sthe past two years, this company has had progres- cash, though, was required for this program, as more 
Ss al. sively improved earnings, following a three year than 99% of the called stock was converted into 
Doser, period when operations were in the red. Although common, increasing the number of equities to about 
nver. no dividends have been paid on the common, re- 4.7 million shares during 1950, and slightly further 
profit ported earnings of $2.02 per share in 1950 suggested in the current year when the remaining half of the 
by a a not distant payment. Series B was retired on January 3, 1951. 
amon Speculative enthusiasm, accordingly, has lifted the Since the company had privately sold a new issue 
price of the shares to a recent level of 16 compared of $15 million 3.85% non-convertible preference 
* the with their parity conversion level of 11.11. Since stock last July to a group of 17 purchasers, the pro- 
Nurse last year’s annual report is not yet available, it is ceeds could be fully utilized for expansion purposes, 
sh a not clear how many of the 4% debentures were con- and while virtually the same amount of senior stock 
e of verted since the end of 1949, but a preliminary remains as if the converitble preferreds had not been 
as- statement by the management has indicated that called, the progressive expansion of common stock 
eral the total debenture debt was reduced by about $1 has been stopped. The long term dividend potentials 
vor- million during 1950. of the common in a period of marked growth by 
con- Last December, Capital Airlines also had a wind- Monsanto have been improved in the process. 
fall by selling 136 engines for about one million Merck & Company experienced record sales of its 
ing dollars, representing unused equipment stored since numerous drug products in 1950, with corresponding 
“om 1947. This factor, combined with retained earnings, benefit to common share earnings ($4.46 per share). 
yui- evidently increased working capital enough to war- As of September 25, 1950, the company called for 
ex- rant redemption of the debentures, especially as redemption of the 23,847 shares remaining of 70,000 
sue payment for two new Lockheed Constellations would shares 4% cumulative convertible second preferred 
nto not be required until their delivery early in 1952. stock originally outstanding. All of the holders of 
10n With a still strong financial position and prospects these shares exercised their option to convert into 
ng of very satisfactory operations in the current year, common, at that time selling well above the con- 
ar, the management was undoubtedly wise to retire on version price. This left the company, apart from an 
ity | the scale indicated, in the process paving the way unimpaired working capital, with a well balanced 
ng for potential payment of common dividends as well capital structure consisting of 2.41 million shares 
ut as curbing the dilution of the equities. of common, 120,000 shares of $3.50 non-convertible 
in The number of concerns that have redeemed con-__ preferred and $5 million 134% notes due December 
9 vertible preferred issues of late has reached con- 31, 1952. 
~ iE siderable proportions and in some cases, holders of The latter could very comfortably be retired at 
these senior issues have made last minute haste to maturity, to judge from a current ratio of almost 
make exchanges before the privilege expired. For 3to1 atthe end of 1950, (Please turn to page 699) 
—_— — EE —_— — a ] 
: Convertible Bonds Recently Called 
: Redemption 
f Price of Price of ‘Yield on Redemption 
_ Bond Issue Issue Common Common Date Conversion Terms 
, Capital Airlines cv. Inc. “BY 41960. ...........s.ccsccsscessecssesesccsoesses 102% 16 3/12/51 90 on for each $1000 Deb. 
| Norfolk Southern Ry. Gen. Mtge. ev. Inc. 5—2014...0000.00000......... 100 28% 10.5% 4/2/51 1 share for each $25 prince. amount. 
Phillips Petroleum cv. Deb. 2%—1975... : are . 102% 80% 49 3/1/51 Conv. into com. at $70 per share. 
Western Pacific R.R. Gen. Inc. “A” 4¥—2014.. OND feteve deter vaniees . 100 53’ 5.6 5/1/51 2 shares com. for each $100 princ. amount. 
Westinghouse Electric cv. Deb. 2.65—1973 0.2.00... cccccccecceccceseees 104 36% 5.4 4/2/52 30 shares com. for $1000 of Deb. 
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By E. K. T. 
WRONG-DOING in high places in the Administra- about it and was taken at most to constitute bad i 
tion has the democratic party very much worried judgment on the part of those who accepted the n 
and party men are demanding that President Tru- gifts. But the RFC probe resulting in grand jury r 
man do something decisive about it. The deep proceedings is no laughing matter; neither is the W 
freeze distribution had an element of the ludicrous Mississippi federal job sale. President Coolidge 
found himself in much the same spot when he in- . 
herited Harding’s “Ohio Gang,” but he acted prompt- E 
WASHINGTON SEES: ly. Some, but not all, of the reported malefactors M 
; : ; today are legacies from the FDR Administration, * 
_ One of the first major casualties of the Fulbright but HT has kept them too long to complain of that 
investigation into the Reconstruction Finance Cor- now. 2 
poration may be an important aspect of the de- ; , Z 
fense program itself. Representatives of business NEGATIVE reactions are coming out of the scarcely- be 
and industry, and there are scores of them head- noticed and little discussed tax bill hearings. The f 
quartered in Washington, many of them officers national sales tax proposition has been presented ; 
of their companies, their legal advisers, and others and, it appears, has been , rejected. Chairman P 
in prominent and respected place (it’s the shady Doughton is against it. Depletion allowances on_na- 
“per center” one hears about, not the legitimate tural resource fields, oils and mines, seem unlikely s 
agent), believe they detect a switch. The hearings to be slashed as President Truman demanded; they 
on Capitol Hill have made contact men of the may get a token cut. (That’s one of the loopholes 
leading agencies careful almost to a point of that was to be closed.) Farm cooperatives are satis- 
slowing down to a standstill. Yet there is business fied that they have won their fight against higher 


that should be moving along with attention con- 
centrated, not with an ear cocked to the senate 
chamber. 

For example, there is defense plant to be 
financed and congress has declared a policy of 
generous amortization—not 100 per cent over a 
period of five years in all cases, but that rapidly 
in some. Defense Production Administration report- 
edly is dragging its feet on financing plant and 
equipment, looking to congress for signs of guid- 
ance. If corporations are to be taxed even more 
heavily than now, money for expansion will go 
out of the corporate treasuries more rapidly; then, 
if there is to be any new facilities, the DPA plan 
must be accelerated, now slowed. Meanwhile 
there seems to be a disposition to do nothing, 
rather than risk doing something and have it 
called wrong. 

Amortization in five years sounds to some like 
throwing money away. But the lending arrange- 
ment is such that few borrowers will have gained 
very much when the five-year period ends, assum- 
ing the emergency likewise ends then. 








# RFC PROBE HITS BACK [am 









levies on their patronage refunds. Almost every 
type of proposed excise tax increase has been vigor- 
ously opposed and while none of the “interests” 
claims a hip-pocket full of congressmen, all were 
satisfied with the reception. 


IMPORTATION of farm labor from Western Hemis- 
phere country is winning support in the Capital and 
legislation to that end seems likely to pass. A census 
of available help points up the need, committeemen } 
said; they cite the fact that the 1950 crop was har- 
vested with great difficulty, and that the 1951 one 
will be even larger, the problem greater. Selective 
Service calls haven’t cut very deeply into the pool 
of rural employees, and its eventual effect depends 
upon two factors: 1. Whether the manpower author- 
ities and the draft headquarters agree that a more 
liberal deferment should be given farm workers than 
they receive now; 2. Whether the number of men 
being called to the colors will increase, or decrease. 


SMALL BUSINESS is about to be given a powerful 
sounding board to echo its problems: public hear- 
ings will be conducted by congressional subcom- 
mittees in 20 states. Sessions will be running for 
the most part simultaneously in three areas. 
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President Truman could hardly have picked a worse 
time than the one he selected fora vacation trip. For the 
Chief Executive to leave the Capital for a sunning, some 
fishing and swimming in the balmy clime of Key West, seems 
to be a tactical error. Even his severest critics agree 
he has been overworking and is entitled to some diversion, 
but the point is made, and is well taken, that his absence 
from the White House will be interpreted to mean that 


things are not So bad after all, the situation is in hand. 





























The Florida sojourn worked against his own cam- 
paign to convince the American public that business (and, 
presumably, pleasure) cannot go on as usual, that belt- 
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day. Fact of the matter is that Mr. Truman works just as 
hard when away from Washington as he does when in town, 
but he is not tied down to a time-destroying daily calling 
list and he can forego most of the telephone conversing. 
But it's not easy to convince the public of that. 














While it's a certainty that the Wilson-Johnston-DiSalle-Ching top team of 
industrial mobilizers and economic stabilizers don't begrudge him the trip, it is only 
natural that they would prefer to have him in Washington. General Marshall, Defense Sec- 
retary, could be excused, too, if he indulged a bit of eye-raising when he heard The Chief 
was leaving. Marshall is worried about, among other things, the Capitol Hill quarrels over 
amatter of six months in the draft age eligibility and the issue of sending troops to 
Europe. Mobilizer Wilson is in trouble with labor, and that goes for Cyrus Ching also. 
Michael Di Salle is sure of only one thing: "Nobody is trying to take my job." 
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its beginnings. The spirit of cooperation, based to some degree upon the element of fear, 
has given way to challenges and bickering. Organized labor was clamoring then for price 
freeze; is clamoring now against it because when it came, it brought wage freeze as its 
companion measure — and neither is fully approved. General Marshall, with typical suc- 
cinctness, described the official reactions: "I must confess I was not prepared for the 
speed with which the present shift in sentiment has developed." 





























The speedy mop-up in the early days of the Korean engagement gave Some support to 
the "lick them before breakfast" school of thinking promoted by Louis Johnson. When 
reversal came it was regarded as only temporary, which fortunately it proved to be. But 
the lesson of that reversal wasn't learned, the military men point out — America still 


thinks it isn't possible to lose or, almost as bad, win at terrific and tragic costs. 




















Rep. Charles Howell of New Jersey, may have started something when he blurted 
out, "I want to be a lawmaker, not a policeman!" The New Jerseyan went on to explain that 
he regarded current legislative matters more important than who paid fora mink coat, and 
whether Maryland voters know the meaning of "composite" under a picture showing a sen- 
atorial candidate with Earl Browder. At any rate, both houses of congress have decided to 
investigate investigations. One of the suggestions is that a quasi court be set up, con- 
sisting of non-members of congress, who could try issues which now go to Special committees 
for off-hour consideration, but frequently become their main operations. 


























The term "probe" as now used on Capitol Hill has come to mean an investigation in 
which guilt already has been fairly well established and only loose ends remain to be tied. 
The hearings have provided forums for smear tactics and for re-airing of matters already 
determined. Congressmen with good ideas as to how personal publicity may be garnered, 
introduce resolutions with the knowledge that their sponsorship gives them the chairmanship 
of the probing group, a staff of lawyers and investigators and, more important, a publicity 
man or two. 





























In the 80th Congress, there were 12 special committees, six in the house, three 
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in the senate, and three "joint." In the 8lst Congress, nine were created. The house 
groups surveyed small business, lobbying, use of chemicals in foods, campaign expendi- 
tures, veterans education, and the overall problem of house roofs and skylights. The three | 
in the senate embraced small business, organized crime and — senate roofs and skylights. 
Appointment of special committees runs counter of the Congressional Reorganization Act 
adopted by congress, which spells out functions so completely that "specials" were to exist 
no longer. The lure of publicity has been too much for many congressmen to resist, so the Be 
provision has generally gone by the board. ‘ ms 


































Framers of the Defense Production Act were much more optimistic than develop- 








ments warranted. They fixed a June 30, 1951, terminal date for that statute, passed only 
last year. The law, of course, will be extended; not only that, but also it will remain in 
substantially the present form which is a tribute to legislative craftsmanship. While the 
mobilization and stabilizing agencies have been in hot water fromthe start, the fault was 
not with the basic law. Complaints flowed from inaction in the early days, and were 
directed against actions finally taken, and against staffing which labor feels didn't give 
the workingman sufficient voice. Amendments won't cure those situations, so none will 
be offered. 























A new type of attack on communism is being considered here. Idea is to permit 
Reds to remain aloof from some of the perquisites of the country whose system of govern- 
ment is so distasteful to them. The senate has a bill to prohibit commies from practicing 
law in the federal courts, and if the law is enacted, states would be expected to make 
the same restriction within their jurisdictions. Also in the talk stage is a measure that 
would deprive communists of tenancy in federally owned or financed housing. That resulted 
from a finding that two of New Jersey's Red leaders are enjoying the low-rent advantages of 
a project at Newark. No present law or regulation says they can't. 



































There's action, too, on another housing front. The National Association of , 
Real Estate Boards is in the process of drumming up one million letters to the President 
and congress, demanding that the Byrd proposals be adopted and 9 billion dollars cut from 
the pending budgets. Amillion letters is a large order, but the realty men have organized 
the job — possibly too well, for the elment of spontaneity will be hard for congressmen to 
find: they are counting on each of the country's 400,000 realtors to persuade 25 persons to 
mail letters in, each asking the identical favor, namely, that 9 billions be lopped off 


the budget. 












































And since over-simplification seems to be in the air, the spending reduction 
method projected by the Council of State Chambers of Commerce comes into focus. The bud- 
gets can be reduced, Says this group; it has completed a "study" which points out four ways 
to reach that objective: 1. Congress can decline to approve new spending legislation; 

2. It can cut appropriations for operating expenses and public works; 3. It can amend or 
repeal laws which allow existing spending, subsidies and grants-in-aid; 4. It can adopt 
Hoover Report plans looking to reduction of waste and personnel cuts. 


























Quick and amicable settlement of a work agreement between railroad management 
and nonoperating employees came as a pleasant surprise. It was brought about without 
resort to the Presidential emergency board, the first time that has happened Since 1937. 
Hope now is exprssed that the operating unions will take their cue from this agreement, 
settle their two-year long squabble. Dr. John Steelman, White House adviser, can take a 
nod for the peaceful conclusion just arrived at. He kept the parties in a 15-hour con- 
tinuous session, and they settled. This dispute actually wasn't formally before the 
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the Executive. 








Much of the argument for and against legislation has been lost to those interested 
in pending and proposed legislation because the printed records have been gathering dust 
in warehouses. Result has been the need for fresh research each time a new bill goes in. 
The Library of Congress, seeking to correct that, is tabulating all printed hearings 
since the 67th Congress (28 years) by subject matter. Three volumes have been completed. 
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strongly enhanced 
business and in- 
vestor interest in 
Canadian enter- 
prise primarily 
reflects the pros- 
pect that the phe- 
nomenal growth 
of the Dominion’s 
economy in the 
last decade is 
likely to reach 
still greater 
heights in the 
years ahead. In view of Canada’s incomparable 
wealth of natural resources, now only at an early 
stage of exploitation, this assumption appears well 
founded. Recent mineral discoveries may make the 
Dominion a land of even greater opportunity than 
the United States in the next decade. 

Because of the requirements of the defense effort, 
many ambitious projects that would normally have 
remained dormant for an indefinite period, are now 
in the course of energetic development. Thus in 
British Columbia, the Aluminum Co. of Canada has 
set in motion the long-contemplated $500 million 
project for the development of a 1.5 million h.p. 
hydro-electric plant. The new power source will be 
used to process beauxite at a giant smelter to be 
constructed at a location conveniently situated at 
tidewater near the growing Pacific port of Prince 
Rupert. 

Even more important are the sensational oil strikes 
in Alberta and the iron ore discoveries in Ontario 
and Quebec. The Quebec-Labrador iron ore deposits, 
now in the course of urgent development by U. S.- 
Canadian interests, are even greater than those of 
the famed Mesabi range. And just recently made new 
discoveries adjacent to the Steep Rock iron mines 
in Ontario are reported to be almost equal in extent 
to the fabulous Labrador deposits. 
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New Horizons for 


CANADA 


By JOHN DANA 


This being so, it is not difficult to imagine that in 
respect to iron, Canada will not only become self- 
sufficient but eventually the world’s foremost ex- 
porter of iron ore. And by the same token, it is freely 
predicted that the Province of Ontario may eventu- 
ally rival the industrial centers of Cleveland and 
Detroit. Canadian iron ore output is expected to be 
stepped up from currently three million tons annually 
to some 25 million tons annually within ten years. 

The story of Alberta’s oil discoveries is already 
fairly well known. It can be summarized in the words 
that the province of Alberta is “fabulously rich.” 
And spectacular as results have hitherto proved, it 
is well to remember that it was only as recently as 
1947 that the first major oil field since Turner Valley 
was discovered at Leduc. When it is considered that 
potential oil lands cover the entire Canadian western 
plains area, it is evident that only the surface has 
so far been scratched. Even that is impressive, and 
that’s why almost every major American and Ca- 
nadian oil concern is now actively engaged in exploi- 
tation and drilling activities. It means that the 
Canadian oil boom is still in its early stages. 


Natural Gas May Rival Oil 


What’s more, Alberta’s natural gas industry may 
soon rival oil in importance. Here, too, there are 
indications of huge resources; gas reserves within 
economic reach of markets are estimated at 4,450 
trillion cubic feet. Even now, Alberta’s cities and 
towns are heated with cheap natural gas that may 
ultimately be piped to Toronto and Montreal, and 
gas lines may be laid over the Rockies to supply fuel 
to Vancouver, possibly even Seattle and other Pacific 
Coast cities. Additionally, Alberta is rich in coal; 
enough, it is said, to supply Canada’s needs for five 
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thousand years. Indeed a treasure house of natural 
resources ! 

But Canada has much more than oil and iron ore, 
beauxite and nickel, enormous as these resources are. 
She has large deposits of gold, silver and non-ferrous 
metals of every description, and recent new discov- 
eries of uranium, titanium, chromite, molybdenum 
and cobalt now assume greater proportion in view of 
defense needs. Canada’s newsprint output is the 
world’s largest, and lumber of many types and for 
many uses is moving from Canadian forests to all 
parts of the world. Her agriculture remains one of 
the economy’s basic elements, and the Dominion’s 
water power resources are truly impressive. 


Growing Industrial Economy 


No less important is the fact that Canada has now 
reached the stage where her industries are keeping 
pace with her agricultural, forestry and mining ca- 
pacities, one of the most significant developments on 
the Canadian scene. It proves how substantially 
changed has the character of the Canadian economy. 

In the late Twenties, though there had been a not- 
able growth in the mining, pulp and paper, power 
and manufacturing industries, agriculture—and par- 
ticularly wheat raising—with its vast associated in- 
vestments in railways and in storage and handling 
facilities—was still very much the center of the eco- 
nomic structure. Today, wheat still occupies a posi- 
tion of great importance but it no longer dominates 
the economic scene to the former extent. The coun- 
try’s growth in manufacturing as well as the progres- 
sive development of natural resources has been quite 
marked, and the range of basic production has 
broadened considerably. 

Thus it is not surprising that the Dominion now 
ranks seventh among the industrial countries of the 
world, and that manufacturing accounts for 30% 
of the national income ($17.5 billion last year) com- 
pared with 20% for agriculture, mining and fishing. 

















And increasingly, American, British and European 
industry has recognized the advantage of establish- 
ing Canadian branch plants. Low-cost factory sites, 
cheap electrical power, plentiful water supplies, and 
easy access to raw materials sources and the vast 
markets of the Western Hemisphere have greatly 
fostered this trend. 

Indicative of manufacturing growth, some four 
thousand new industries have been established in the 
last five years in the Province of Quebec alone, bring- 
ing the total to 12,000. Indicative of American par- 
ticipation in Canada’s industrial expansion, some 
147 manufacturing companies originating in the U.S. 
were established in all of Canada during the past 
five years, with heavy concentration in such fields 
as iron & steel, chemicals, automobile and electrical 
industries. Altogether, some 2,200 American con- 
cerns have Canadian plants with representation 
ranging throughout most industries. 

British manufacturers have also been opening in 
Canada at an increasing rate, with their interest 
centering importantly on aircraft manufacturing, 
certain heavy equipment lines, electronics and build- 
ing materials. 


Foreign Business Inuvestments 


Altogether, foreign business investments in Can- 
ada now total well over $8 billion of which close to 
$6 billion is American money. Most of the risk 
capital now pouring into the new oil and iron ore 
developments is likewise American money, and such 
investments will eventually run into many hundreds 
of millions. The Quebec-Labrador iron ore project 
alone may swallow several hundred millions in the 
next few years, and the total cost is likely to run 
much higher. Initial financing by the Hollinger- 
Hanna interests to the tune of $200 million has al- 
ready been provided. 

What are the incentives for American investment 
north of our border? (Please turn to page 690) 



































Statistical Data on Leading Canadian Companies 
Net Sales 
1950 1949 Net Per Share Div. Recent Price Range 
—— ($ million) 1950 1949 1950 Price Yield 1950-51 
RIND) HOWE Bs HNNOBE on. 505560 Sci <ecsecniytenesscrco ses .. $ 93.7 $ 84.6 $ 8.77 $ 6.17 $ 2.00 53% 3.7% 61 -21% 
TIES SDSS cE PET arene treet hy AA es SO . 162.22 199.4 7.012 7.26 3.45 891 3.8 100%-45% 
Bell Telephone of Camada.................ccccccceeeeseesseeseees ; 128.3 107.8 1.33 1.18 2.00 38% 4 38%-337% 
Se ee oe ee one eee 378.5 363.2 3.32 1.93 1.25 26% 4.7 29%-13% 
Commins Piining Be SMO. sisscsisessssccscessssobccssestccssastece: « . osenns 120.7 14.501 12.77 8.50 131 6.4 144% -78% 
Complicated Pair Cet, MIG ....cs.secsccsesassenessssessecsnarsasie: _baines ae 2.316 4.29 2.00 35% 5.6 39%-177% 
EPSRAESSTE AOE: CIDNOIID 5. -.05.25h5sc0s5scsscpavesnedeposseereonsussseds 234.74 677.95 1.954 4.775 1.70 287% 5.9 31 -17 
SD NMI 602 oy oo eras caus kospsnabsetesavtasoebivadessiconencerioucevs 6.0 5.4 95 76 72% 17% 4.2 19 -11% 
RAT PRIN IONE Boosh o ode snst cha ccssesssseedverencsroeess | seen. 0 dleiwa- 7 ados 5.05 2.00 30 6.6 32%-14' 
Hollinger Consol. Gold Mines.................::ccecccsecenecesereeeees 6.08 10.6 .298 37 24 13% eA 1556- 72 
Mutton Bay Mining Ge GMOW,........-....0..-s..seseevesvesesooseiseanses 43.8 37.4 5.53 4.61 5.00 55% 9.1 58-35% 
FRE TL CUD CO REIS NCTE ORR ROMO Cerner etn ae ner Ny yn oa ne 364.7 .406 88 55 3612 15 37%4-18% 
Imperial Tobacco Co. of Can......... Be Re eae ern eee ae cd — Glee 63 62 62% 115% 5.4 13-11 
Si Dm NI os yo ceca eset a Ursa marr GS 228.0 182.4 3.21 2.08 2.00 36% 5.4 40%-25\% 
Siete NN MEMNNNDR MEN oe ons: ass adoupdcaseseneatuenwiaaet 4 ldperee 6.0 .432 .84 78 10% r A 12%- 72 
RIOD MEMOIR C5205 s 5055 ch os vxnsaravechicchiesomeapasewentessapuens 164,17 160.0 9.647 9.72 4.622 54 8.5 61 -18% 
DALIAN TO DOTCUOING PAINOS. «.0.5.065...26.050s00sc00-srcsnesicososontensnnes 7.09 7.68 2.299 3.288 3.01% 61 49 6534-44 
MUMIA MARINI ae 2 cps cev sav catancenptovssncessavepera cei won beanies 18.62 19.1 4.172 5.68 4.00 82% 4.8 85 -63 
Walker (Hiram)-Good. 6: Wolls.............ccc.cscccsccrsesense | Seeees 343.111 2.6210 9.6811 3.55 62 6.8 56%-31 
*—Listed on Montreal Exchange. 6_6 months ended June 30, 1950. 
1_Estimated. 7—Year ended October 31, 1950. 
2_9 months. 8—Year ended March 31, 1950. 
2—Year ended September 30, 1950. 9—9 months ended December 31, 1950. 
4_Quarter ended October 31, 1950. 10_Quarter ended November 30, 1950. 
5—Year ended July 31, 1950. 11_Year ended August 31, 1950. 
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Changes in Corporate 
Financial Positions 


By GEORGE W. MATHIS 


y= reports for 1950 provide a great deal 
of favorable information, plus some details not so 
satisfactory, to the reader who looks beyond the 
reported net income per share to see how those earn- 
ings are reflected in the corporations’ assets and 
liabilities. 

One need not qualify as an accounting expert to 
analyze the general trends in balance sheets last year, 
although in certain items the changes must be in- 
terpreted with care, inasmuch as they may be con- 
sidered as either good or bad depending on the view- 
point. With so much time and money now devoted 
to the preparation of interesting and informative 
corporate reports, it would seem that every share- 
holder might find time at least once a year to examine 
critically the financial condition of his investment. 

The soaring of sales and earnings of many cor- 
porations last year to the highest levels in their 
history must be judged against the background of 
the great expansion that occurred in general busi- 
ness activity, combined with the sharp advance in 
commodity prices and inventory valuations. The 
record dollar totals established in 1950 are, in truth, 
not as large as they may seem, because of the depre- 
ciation that has taken place in the real value of the 
dollar in terms of purchasing power. 

Such depreciation can no longer be dismissed as 
a wartime or temporary change; it must be recog- 
nized as constituting a fundamental and—so far as 
is now known—a permanent change in our American 
economy. Without offering any general measurement 
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Corporate balance sheets are 
no less important than income 
statements. Earnings can be 
excellent, amply covering the 
dividend rate—and yet the lat- 
ter might be insecure if there 
is balance sheeet weakness. 
Financial strength and liquidity 
is the best protection against 
unforeseeable contingencies. 
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as to just how much this currency 
depreciation affects a particular sit- 
uation, it is clear that most of the 
new high records expressed in De- 
cember 1950 dollars should be dis- 
counted quite liberally to make them 
comparable with operations in the 
years before the 1940s. 

Not all items in the financial state- 
ment, however, are expressed in 
these current or cheap dollars. They apply to most 
of the various current assets and current liabilities, 
which are being turned over frequently in the ordi- 
nary course of buying and selling goods, and also to 
the operating revenues and expenses, most of which 
are taken in at prevailing values. The notable excep- 
tion is the valuation of fixed assets. 

Since these property assets were acquired at vari- 
ous dates, and in the case of the larger and older- 
established companies usually include a substantial 
portion built or purchased many years ago when 
prices were far lower, the carrying of such assets 
at original cost less accrued depreciation represents 
a gross understatement in the light of present-day 
replacement costs. In other words, the fixed assets 
on the statement are expressed in dollars of a dif- 
ferent kind than the current assets or the income. 


Plant Expansion and Inventory Accumulation 


In the overall changes that occurred in balance 
sheets last year, and that reflected in part the infla- 
tion of prices, there were two principal factors. First, 
there was the heavy investment of funds for expan- 
sion and modernization of plant and equipment, 
which continued the program under way since the 
war. Second, there was the heavy absorption of 
funds by increases in inventories, accounts receiv- 
able, and U.S. Government securities, which reversed 
the trends of 1949 when these items were liquidated 
coincident to the slump in business and prices. 


665 














These various uses of funds, as well as the sources 
from which the funds were obtained, may be traced 





physical volume of sales combined with the price 
rise—and, possibly, some slowing down in the 


more specifically by an examination of the accom- promptness of payment by customers who had 


panying summary of twenty-five representative 
manufacturing corporations, giving principal bal- 
ance sheet items as of December 31, 1950 with com- 
parative figures for a year earlier. In this summary 
it is interesting to observe not only the general 


bought heavily in anticipation of shortages and 
higher prices later on. With the present strong busi- 
ness situation and outlook, these increased receiv- 
ables should be nothing to worry about. Moreover, 
it is standard practice to set up a reserve against 


trends, but also the numerous exceptions or cross- uncollectible accounts. 


currents that were experienced by some industries 
or by some companies. 


No Drastic Change in Cash Holdings 


_ Study of the figures shows that generally speak- 
ing, there was no drastic change in cash holdings 
last year. The slight increase was less proportionately 
than the increase in other current assets or in cur- 
rent debt, and thus represented some decline in the 
liquidity of the financial condition. A large increase 
in cash, however, is not ordinarily a good sign, since 
it indicates that the volume of business was declin- 
ing and that earnings consequently will fall off. 

U.S. Government security holdings were increased 
moderately last year. These are in the nature of a 
secondary cash reserve, in addition to providing a 
source of funds that may be used to meet the income 
tax liability. In our summary, any holdings of U. S. 
tax notes are included in Government securities, and 
are not deducted from the amount of liability for 
income taxes payable—even though the accountants 
of some companies show both figures net, after 
deducting the tax notes. 

Accounts and notes receivable on the other hand 
increased substantially, reflecting the big gain in 

















Composite Balance Sheet of 150 Manufacturing 
Companies with Sales or Total Assets over $5 Million 





(In Millions of Dollars) 
December 31 - 















































| ASSETS 1940 1945 1949 1950 
ee ; ssn e Seb. $797 § 908 $981 
Government securities} .......... 47 746 876 1,117 
Receivables, net ; ; 480 812 937 lao 
Inventories* ... : ; . §,147 1,705 2,612 2,933 

Total current assets... 2.198 4,060 5,333 6,383 
Land, plant & equipme.t $386 aoz Se!!  SAie 
Less depreciation . vans W6BB 0 248M 33177 H 
Net property . 1,868 1,532 3,008 3,239 
Other assets ... Naeritnsaci es: 383 343 416 433 
Total assets 4,449 5,935 8,757 10,055 
LIABILITIES & CAPITAL 
Notes payable .............0..0...0.. oy 186 132 195 
Accts. pay., accruals, etc.*....... 302 552 667 929 
Reserve for taxes7.......... 213 703 583 1,046 

i Total current liab. . 572 1,441 1,382 2,170 
Bonds, notes, etc. a 586 437 1,352 1,328 
EMTS occas pkbcaeces ae 71 139 178 192 
Capital and surplus basectons 3,220 3,918 5,845 6,365 

Mott ...... 4,449 5,935 8,757 10,055 
Working capital .......0.0..00.......... 1,626 2,619 3,951 4,213 
RATIOS: 

Current assets to cur. liab..... 3.8 2.8 3:9 29 

Equity capital to total liab..... 2.8 a 2.1 1.8 





+ Before deducting tax notes offset against taxes payable. 
* Includes advances on government contracts. 


Source: National City Bank of New York. 








* VLEET I LTC LEIS. LOD IES LEAN LR I EN ECTS LE aeeianieniaiees a eeneetneenmentmmedaniaal 


666 


Inventories have been a question of much contro- 
versy ever since the outbreak of war in Korea. 
Although most of the large manufacturing companies 
show increases of inventories last year, the amounts 
of such increases are hardly excessive in view of the 
great expansion in volume of business and the rise 
in prices that occurred. In most instances, the gain 
in inventories was actually less, in dollar total, than 
the increase in receivables. 

No generalization seems warranted as to just 
why the inventory figures did not increase more 
sharply last year, although a number of different 
factors may be cited to help explain what held down 
the totals in particular places. Many companies re- 
port that they are unable to build up inventory 
because of the urgent demand for finished goods— 
which are shipped out of their factories almost be- 
fore the paint is dry. Others are unable to obtain 
from their suppliers adequate stocks of raw materi- 
als, parts, and sub-assemblies. In some cases, such 
as synthetic rubber, metals, etc., the raw material 
supply is limited because it must be obtained directly 
from the Government stockpile, or else on Govern- 
ment allocation. 

It may be noted also that the three Department 
of Commerce statistical series on inventories indicate 
that the stocks of manufacturers increased less 
sharply during 1950 than did those of wholesalers 
and retailers. In the case of manufacturers, it is 
possible that the sampling afforded by the publicly- 
available reports of the largest companies is not 
typical of the smaller manufacturing companies, 
which may—for reasons unexplained—have accumu- 
lated inventory because of their having a slower 
rate of turnover. 

Furthermore, in some cases the price inflation of 
inventory valuations is deliberately kept out of the 
balance sheet by holding down the balance sheet 
valuations arbitrarily, through the use of the LIFO 
method of inventory valuation or by setting up 
reserves against the temnorarv excess, This means 


that the increase in the value of inventories, as car- 
ried on the manufacturers’ books, was somewhat less 
than the increase in current market values. 


Short Term Financing 


The funds absorbed by the rise in current assets 
last year, plus those invested in plant and equipment, 
were obtained to a major extent by increasing the 
short-term debt. There were increases generally, 
though by no means in all cases, in the borrowings 
from banks. Accounts payable for merchandise pur- 
chases, accruals, etc., rose along with volume and 
prices. The liability for federal income taxes in- 
creased sharply, and the quarterly tax payments in 
March were far above those of last year for four 
reasons: the rise in taxable income, increase in nor- 
mal and surtax rates, imposition of excess profits 
tax, and step-up of the March instalment from 25 
to 30 per cent of the year’s total tax. 

Since total current assets increased in most cases 
less sharply than total (Please turn to page 694) 
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Recent Balance Sheet Changes of Representative Manufacturing Companies 
and & renee Pe Ce eg a eee ee 
USi- ($ million) {$ million} 
ejy- u.:S, Current Current Working Current —_ Long-term Capital Total 
ver Cash Securities | Receivables —_ Inventories Assets Liabil. Capital Ratio Debt & Surplus Assets 
’ 
Ins iv, - - a a re a a ‘ a 
nst American Woolen 
Dec. 31, 1949 scar Se TG $ 0.1 $ 22.3 $ 43.3 $ 73.3 $ 16.2 $ 57.1 4.5 $ 0.8 $ 88.8 $105.8 
tro- : Dec. 31, 1950 Ghee to 99 0.1 29.3 70.9 110.2 49.6 60.6 22 0.7 92.1 142.5 
rea. i Bethlehem Steel 
nies Dec. 31, 1949 Pe 110.2 204.3 93.0 189.2 596.7 214.3 382.4 2.8 176.7 744.5 1,155.5 
ints Dec. 31, 1950 109.0 237.4 139.1 214.5 700.0 298.8 401.2 2.3 173.8 811.6 1,314.3 
the Borden Company 
5 Dec. 31, 1949 42.4 i 29.6 49.0 154.7 48.0 106.7 a 45.8 159.8 264.8 
rise 
see Dec. 31, 1950 : 37.4 24.6 36.9 54.9 153.8 52.4 101.4 2.9 44.4 166.3 274.3 
an Caterpillar Tractor 
han Dec. 31, 1949. 13.0 3.0 28.0 54.0 98.0 28.9 69.1 3.4 20.0 112.2 161.0 
Dec. 31, 1950... 6.9 35.2 34.1 73.0 149.2 62.5 86.7 2.4 18.1 138.3 218.8 
ust Cluett, Peabody 
ore Dec. 31, 1949.. 49 9.4 27.1 41.4 2.9 38.5 14.2 10.0 38.2 51.2 
ent Dec. Si, 1960........., 7.0 3.0 8.7 254 43.9 7.6 36.3 5.8 5.0 41.7 54.3 
wn Dan River Mills 
Dec. 31, 1949... 4.4 5.8 22.8 33.0 9.4 23.6 XB 48.9 58.3 
re- Dec. 31, 1950... 3.7 0.3 12.5 32.3 48.8 19.3 29.5 y B> 54.7 74.0 
ry General Baking 
is— Dec. 31, 1949... ; 7.1 2.0 5.8 14.9 6.5 8.4 23 30.4 37.0 
be- Dec. 31, 1950... 8.5 7 6.4 17.0 6.9 10.1 45 31.6 38.5 
4in Hercules Powder 
ri- Dec. 31, 1949... : 12.6 13.1 9.9 16.3 51.9 13.2 38.7 3.9 65.4 89.3 
ch Dec. 31, 1950 12.4 13.3 16.6 25.8 68.1 23.0 45.1 3.0 71.3 107.0 
ie | Industrial Rayon 
: Dec. 31, 1949.......... 5.4 24.6 5.2 6.9 42.) 8.7 33.4 4.8 0.5 52.2 61.4 
sly Dec. 31, 1950.....: : 52 37.8 6.3 4.2 53.5 14.6 38.9 3.7 0.5 59.0 74.1 
i= Johns-Manville Corp. 
Dec. 31, 1949... 10.2 16.5 18.5 45.2 17.5 27.7 2.6 5.4 110.0 133.9 
nt Dec. 31, 1950.... 11.6 3.0 23.9 21.1 59.6 27.1 32.5 2.2 5.3 123.4 157.3 
te Merck & Co. 
ss Dec. 31, 1949 5.3 8.0 4.9 18.1 36.3 9.0 27.3 4.0 5.0 54.9 68.9 
“3 Dec. 31, 1980..... 9.6 11.0 8.6 20.2 49.4 20.0 29.4 2.5 5.8 60.7 86.5 
ne National Distillers 
1S Dec. 31, 1949... 18.4 41.9 124.5 184.8 30.5 154.3 6.0 40.0 165.2 235.7 
Y= Dec.-31, 1930..... 30.8 10.0 59.9 124.0 224.7 40.7 184.0 5.5 69.5 174.4 284.6 
ot Owens-Illinois Glass 
S, Dec. 31, 1949 14.8 4.0 13.2 25.8 57.8 24.3 33.5 2.4 15.0 121.9 165.0 
1- Dec. 31, 1950 14.6 17.9 22.3 28.1 82.9 42.8 40.1 1.9 10.0 136.3 193.2 
iY Penn.-Dixie Cement 
Dec. 31, 1949 : 35 1.4 0.7 4.5 10.1 aa 7.0 3.2 +2 13.9 18.6 
x Dec. 31, 1950.... 4.6 1.0 1.0 3.8 10.4 SI 5.3 2.0 16.0 21.4 
if Radio Corp. of Am. 
e Dec. 31, 1949... 42.2 y 3 i 43.7 51.0 166.1 74.2 91.9 2.2 40.0 146.0 260.1 
t Dec. 31, 1950..... : 67.1 53.8 72.6 63.3 256.8 130.0 126.8 2.0 60.0 172.8 362.7 
) R. J. Reynolds Tobacco 
D Dec. 31, 1949... 16.5 23.1 454.0 493.6 95.4 398.2 §2 145.0 288.1 528.5 
3 Dec, 31, 1950... , 16.3 26.0 475.8 518.1 108.3 409.8 4.8 140.0 305.7 554.0 
Standard Oil—Ky. 
- Dec. 31, 1949 14.8 8.8 13.4 11.1 48.1 27.8 20.3 Le 59.3 87.1 
3 Dee: 31, 1950... 1S2 9.9 16.1 11.1 52:3 KY 20.0 1.6 63.9 96.1 
Sunbeam Corp. 
Dec. 31, 1949 : 29 35 3.2 6.2 15.8 7.0 8.8 2.3 19.9 27.0 
Dec. 31, 1950 5.3 73 5.0 8.0 25.8 12.5 13.3 2.1 27.3 39.8 
Sutherland Paper 
Dec. 31, 1949 1.6 2.0 1.4 4.6 9.6 2.6 7.0 ef Ke BY 17.6 23.4 
Dec. 31, 1950 1.3 1.0 25 6.1 10.9 5.3 5.6 an 3.0 19.3 27.6 
| Underwood Corp. 
7 Dec. 31, 1949 8.0 2.6 6.8 13.9 3h.S 4.6 26.7 6.8 36.4 41.1 
Dec. 31, 1950 6.9 2-3 TES 15.4 36.3 9.8 26.5 3.7 37.2 47.2 
Union Carbide & Carb. 
Dec. 31, 1949 106.3 35.2 65.8 127.0 334.3 111.6 222.7 3.0 150.0 482.7 744.3 
Dec. 31, 1950 112.5 102.1 91.9 123.0 429.5 178.0 251.5 2.4 150.0 541.2 869.2 
U. S. Rubber 
Dec. 31, 1949 46.5 11.0 58.1 111.3 226.9 59.0 167.9 3.8 89.8 171.9 325.8 
Dec. 31, 1950 Rusby | en VS.5 98.1 121.6 280.3 112.4 167.9 a5 ELT 4 180.0 380.1 
Willys-Overland Motors 
Dec. 31, 1949 5.6 9.4 2.6 15.0 32.6 yA 23.5 4.6 55.4 62.7 
Dec. 31, 1950 ha oues 8.5 9.4 10.0 18.4 46.3 18.9 27.4 y bo 0.6 a7.1 76.6 
Worthington Pump 
Dec. 31, 1949 : sate 13.8 aa 15.8 25.1 57.2 12.2 45.0 4.7 15.0 45.8 72.9 
ee a) ee . 7.9 bs 17.9 29.0 60.5 14.5 46.0 4.2 14.2 49.0 77.7 
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Another Look at 


By RICHARD COLSTON 


V]. one will have greater influence 
in determining the course of events effecting 
the non-ferrous metals industry this year 
than the men in the Kremlin. Precedent 
points to another favorable period of high 
activity, for military requirements are de- 
pendent in no small measure on copper, lead 
and zinc as well as steel, rubber and other raw 
materials. Just as the invasion of South 
Korea spurred demand for metals and con- 
tributed to a boom in output last summer, so 
the ever present threat of a spread in hos- 
tilities promises to prolong this trend. 

Although metal prices had begun to 
strengthen in the first half of 1950 in reflect- 
ing a strong recovery in industrial demand, 
military needs accounted for the further 
sharp rise in the second six months. The ad- 
vance in copper from 1814 cents a pound to 
2414 cents, in zinc from 934 cents to 1714 cents and 
in lead from 1014 cents to 17 accounted for the sharp 
improvement registered by almost all metal pro- 
ducers last year. As most investors know, in a boom 
period such as prevailed last year, costs rise more 
slowly than profit margins so that a large part of 
gains can be carried through to net profit. 

The importance of price behavior for raw ma- 
terials is well illustrated in a study of metal com- 
panies. In the review presented here a brief descrip- 
tion of conditions affecting major segments of the 
metal industry will be followed by detailed discus- 
sions of representative companies. In addition, there 
is an accompanying page of statistics relating to 
earnings, dividends and comments on management 
policies. An examination of records of individual 
companies will show that profit margins are subject 
to wide fluctuation as market prices of metal shift 
in reflecting business conditions. 

Reflecting the promising outlook for earnings, 
representative stocks of metal producers have regis- 
tered substantial gains since last summer and prob- 
ably would be vulnerable to profit-taking in the 
event of a weakening in commodity prices if stock- 
piling plans should be revised downward. 

Demand mounted rapidly for metals upon the out- 
break of hostilities in Korea, for it was recognized 
that a huge armament program would consume large 
quantities of copper, lead and zinc and at the same 
time would spur demand for civilian goods fabri- 
cated from the same materials. Hence, manufactur- 
ers began to build up large inventories of strategic 
materials. This buying competed with the Govern- 
ment stockpiling program which had been taking 
fairly substantial quantities of copper and lead out 
of civilian channels. Sales by major producers 
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jumped rapidly as all available manpower was 
pressed into service. As a result, representative 
companies experienced almost unprecedented earn- 
ings in the final six months of 1950. 

Inasmuch as actual production under our stepped- 
up armament program has expanded relatively little 
and still is far below anticipated maximum volume, 
it appears reasonable to assume that military re- 
quirements for non-ferrous metals are likely to grow 
steadily this year. Washington authorities are antici- 
pating this pattern in ordering curtailment of civil- 
ion use of copper and other strategic materials. 
Accordingly, in appraising prospects for this in- 
dustry, one would seem justified in counting on a 
strong demand factor. Even if stockpiling should 
slacken, industrial needs promise to hold at or above 
foreseeable production. 


No Further Price Rises Seen 


Price advances probably have reached or closely 
approximated a peak for 1951 at least. Government 
authorities would be loath to permit further ad- 
vances inasmuch as substantial profits realized by 
the strongest companies last year suggest that some 
higher costs could reasonably be absorbed. It may 
be necessary to consider the possibility of subsidies, 
however, if the need for metals becomes sufficiently 
urgent to justify work on abandoned high-cost 
properties. 

In sum, there would seem reason for anticipating 
shipments and earnings of typical companies over 
the first six months at least comparing favorably 
with results experienced in the final half of 1950— 
an extremely prosperous period. Inventory appreci- 
ation realized last year scarcely would be duplicated 
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Financial Data on Non-Ferrous Metal Stocks 





Net Sales 
1950 1949 
—— ($ million) — 


Net Per Share 
1949 


Div. 
1950 


Recent 
Price 


Yield 





Approx E.P.T. 
Exemption 
Per Share* 


COMMENTS 





Aluminum Co. of Amer. 


$347.1 








American Metal, Ltd. 


... $249.72 


312.0 





American Smelt. & Refining 


270.0 215.1 





American Zinc, Lead & Smelt. 


62.5 33.3 





Anaconda Copper 
Ww 


421.6 333.9 


$ 4.45 


4.27 


8.22 


3.14 


2.00 


71% 


2.8% 


$ 5.00 


As dominant factor under strong man- 
agement, this company stands to gain 
most from aluminum’s progress. Earn- 
ings warrant a higher dividend. 





2.00° 


6.00 


467% 


4.2 


Wide diversification afforded by Afri- 
can copper holdings and by custom 
smelter operations. Management well 
regarded. Dividends conservative. 





74 


8.1 


Price ceilings may retard uptrend in 
earnings, but good year is indicated. 
Management factor regarded as strong. 
Liberal dividend policy seems justified. 





1.00 


16% 


6.0 


65 


Regarded as marginal factor in line to 
benefit from boom conditions under 
capable management. Conservative 
dividend indicated. Vulnerable to EPT. 





3.00 


41% 


7.2 


4.00 


Political hazards present problem in 
Chilean operations, but efficient manu- 
facturing facilities are asset. Manage- 
ment favors generous dividend policy. 





Cerro de Pasco Copper 


1.62 


38% 





Peruvian ore reserves regarded as hav- 
ing vast potentialities if political dis- 
turbances can be avoided. Earnings 
trend favorable. Modest dividend likely. 











* \% Consumption in steel and electronics 
Climax Molybdenum 32.4 7.2 37 2.80 31% 90 4 growing, but operations vulnerable in 
any slackening in industrial activity. 

Management favors liberal dividends. 

69.14 63.3 (d) 2.20 1.50 23% 6.5 4.50 High lead prices contributing to wider 


margins and aiding work on lower 
grade ore. Fabricating operations im- 
portant. Lack of ore reserves seems 
chief defect. 





23.6 19.3 





Hudson Bay Mining & Smelt. 


3.67 


3.00 


55 


5.4 





Development of cobalt and Canadian 
gold property holds chief promise, as 
Mexican copper reserves seem limited. 
Financial position strong. Dividends 
conservative. 





5.00 


55% 


9.1 


Urgent demand for non-ferrous metals 
and increase in output accounts for 
favorable earnings trend, but is de- 
pendent on U.S. market. Dividend 
policy liberal. 





Inspiration Consol. Copper 





International Nickel 
x 


1.67 


2.25 


23% 


9.7 


2.60 


Affiliated with Anaconda, which refines 
output. Low grade ore reserves appear 
limited. Fares well on high prices for 
metal. Dividend policy is generous. 





2.08 


2.00 


3656 


5.4 


Improved margins on nickel as result of 
price advance and good return on cop- 
per aid earnings. Also dependent on 
American market. Dividend policy con- 
servative. 





Kennecott Copper 
Ww 


4.45 


5.50 


74% 


7.4 


6.10 


Regarded as low cost copper producer 
with good balance in domestic and 
foreign output. Titantum properties in 
Canada promising. Dividends follow 
earnings trends. 








22 


3.06 


33% 


1.85 


High copper prices spurring develop- 
ment of low grade San Manuel mine 
which holds promise for future de- 
velopment. Dividend policy conserva- 
tive due to expansion. 





1.75 


20% 


8.4 


2.90 


Operations dependent largely on high 
copper prices because of limited ore 
reserves and high costs. Dividends 
generous in relation to net income. 





3.00 


75% 


3.9 


3.30 


One of strongest metal concerns with 
able management. Largest zinc pro- 
ducer from low-cost properties. Fabri- 
cating important. Dividend generous. 








U. S. Smelt., Ref. & Mining... 





Vanadium Corp. of Amer. 


43.8 37.4 
17.5 11.5 
228.0 182.4 

. 396.8 246.3 
13.9 7.5 
20.2 22.1 . 
224.5 194.0 
- 34.0 37.4 











21.32 17.5 


*—Per share, based on 85% of best 3 year average 1946-49. 





6.85 


1.51 


4.262 (d) 1.21 


5.00 


65 


7.7 


Second largest domestic copper pro- 
ducer operating low cost mines and 
efficient fabricating facilities. Holds 
strong competitive position. Dividend 
liberal. 





75 


544 


Gold and silver output more important 
than non-ferrous ores. Properties well 
diversified, but seemingly short lived. 
Oil interests growing. Dividend erratic. 





33% 


3.5 


80 


Chief vanadium source in rich Peruvian 
mines, imposing transportation handi- 
cap. Operations dependent on steel 
production. Vulnerable to EPT. Divi 
dends conservative. 





2—9 months. 


3—6 months ended June 30, 1950. 
4—Year ended November 30, 1950. 
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5—Plus stock. 
X—Recommended for Appreciation. 
W-—Recommended for Income. 








669 


























and higher taxes promise to shade margins, but 
1951 earnings of major factors in the industry seem 
likely to compare favorably with the 1950 showing. 
Aluminum Company of America: Emphasis on 
aircraft, especially jet planes, is important for alu- 
minum producers and fabricators, of which this 
company is the largest. Competitive position of alu- 
minum has been helped also by price advances in 
steel and other metals greater proportionately than 
in aluminum with the result that the advantages in 
lighter weight are becoming increasingly important 
in broadening markets for aluminum. The boom in 
sales in the second half of 1950 boosted earnings for 
the year to above $8 a share, it is estimated, which 
would compare with $4.45 a share for 1949. Produc- 
tion is being expanded and all indications point to 
larger output in 1951, which would encourage the 
prospect of another earnings record. Management 
has been satisfied with a conservative dividend pol- 
icy, but now that anti-trust litigation has ended and 
preparations have been made for listing the shares 
on the New York Stock Exchange, it would not be 
surprising if a more generous dividend were adopted. 


Substantial Profits Indicated 


American Smelting & Refining Company: One of 
the largest representatives of metal mining in the 
world, this company has large smelting facilities in 
this country and in Mexico as well as in other parts 
of the world and owns extensive investments in fab- 
ricating concerns as well as in mining ventures. The 
company is a large holder of Cerro de Pasco Copper 
shares, for example, and is supposed to have been 
considering the advisability of adding to its hold- 
ings. Investments carried at cost or less are valued 
at almost $40 million. 

Earnings tend to fluctuate widely with activity in 
mining, inasmuch as smelting operations contribute 
importantly to income. This is explained partly by 
the fact that it is customary for smelters to share 
in output, so that profits on sale of toll charges often 
are substantial. Rising prices for metal naturally 
stimulate production and account for larger volume 
of business at smelters. Management has pursued a 
liberal dividend policy in good times and, under 
favorable conditions, a higher rate might be accom- 
plished through a stock split. Net profit rose to 
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$14.92 a share last year from $8.22 in 1949. 

Cerro de Pasco Copper Corporation: Although of- 
ficial estimates of ore reserves are unavailable, this 
company is reputed to have the richest and most 
extensive holdings of copper, lead-zine and silver in 
the Western Hemisphere. Properties high up in the 
Andes Mountains of Peru have scarcely been 
touched, it is reported, and many years may be re- 
quired to develop ore bodies and to provide adequate 
transportation to the mines. Refineries have been 
constructed and other facilities have been enlarged 
in recent years as a means of combating high trans- 
portation costs from mine to market. 

Political disturbances, reflected in heavy Peruvian 
taxes and foreign exchange problems, have imposed 
handicaps on management, but labor costs are rela- 
tively low and ordinarily satisfactory margins are 
available. Advance in copper prices last year spurred 
shipments and improved earnings sufficiently to 
justify resumption of dividends on an indicated $1 
annual basis plus stock. Earnings before depletion 
allowance may have exceeded $5 a share last year, 
compared with $2.72 in 1949. 

Hudson Bay Mining & Smelting Company, Ltd.: 
Optimistic results anticipated for this comparatively 
new Canadian producer have been realized. The 
company was well situated to benefit from strong 
demand for non-ferrous metals during the war and, 
with benefit of substantial output of precious metals, 
had unusually low mining costs. Reserves have been 
estimated at more than 20 million tons averaging 3 
per cent copper, more than 4 per cent zine and good 
showings of silver and gold. 

A new plant is scheduled to go into production 
this year on treatment of zinc residue containing 
copper and gold. This operation is expected to 
lengthen the life of the mine and contribute to net 
recoveries. Earnings have maintained a relatively 
high level in recent years and show promise of hold- 
ing close to $5.50-$6 a share range. Such a showing 
would encourage hope of maintenance of liberal di- 
vidends over near term. An extra of $1 a share last 
year brought payments to $5 for the year. 


Good Outlook for Leading Nickel Producer 


International Nickel Company of Canada, Ltd.: 
Reflecting higher prices for nickel that became ef- 
fective in the fourth quarter, earnings of this leading 
producer for 1950 are reported at $3.21 a share 
compared with $2.08 for 1949. Results in the second 
half are believed to have reached an annual rate of 
$3.75 to $4 a share, suggesting that operations this 
year may prove even more profitable than in 1950. 
Price advances on competitive ores used in steel 
alloys enabled the company to put into effect prices 
that would compensate for increased wages and 
higher taxes with the result that for the first time 
since before World War II, the company has shown 
real earning power of which its properties are ca- 
pable. Good demand for copper has been a con- 
tributing factor. Indications point to continued 
progress this year and additional gains may raise 
hope of more liberal dividend distributions before 
end of the year. 

Kennecott Copper Corporation: Sharply increased 
production and unusually wide profit margins 
achieved in the second half of 1950 raised shipments 
of Kennecott close to a new high record and brought 
net profit comparing favorably with 1947 and 1948 
results. Volume of 1,152 million pounds of copper 
was about 30 per cent (Please turn to page 690) 
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5 n Korea, manufacturers of machine tools 
have emerged from a relatively dull period into one 
of marked activity. With producers of durable goods 
in a rush to expand and modernize their facilities in 
line with the defense program, orders for up-to-date 
equipment have poured in at an unprecedented rate. 
As matters now stand, there is enough new business 
on the books, or assured, to project capacity opera- 
tions for the machine tool industry for several years 
to come. 

_How sharply the flood of incoming orders has 
risen has been revealed by the National Machine 
Tool Builders’ Association’s index which in January 
stood at 478.8 compared with 99.7 a year earlier, 
and ranked with the best months of 1942 when tool- 
ing up for World War II was at its peak. The ship- 
ments index in January stood at 113.9 versus 52.8 
in the same month of 1950. The rise in new orders 
relative to shipments, the latter handicapped by diffi- 
culties in securing raw materials, pushed the ratio 
up to 17.4 to 1, and backlog orders represented a 
full year’s business. Trade reports indicated that by 
the end of February, unfilled orders assured capacity 
operations for 14 months, and that dollar volume in 
1951 should be more than double that of 1950, pro- 
vided materials requirements could be met and man- 
power shortages overcome. 

Since quite a portion of this large business on the 
books stemmed from customers not engaged in de- 
fense activities, and the vast expansion in the arma- 
ments race has hardly started, the National Produc- 
tion Authority stepped into the picture on March 1 
with carefully formed directives of broad scope. 
Under M-40, the General Services Commission will 
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place firm orders with manufacturers for specific 
types of machine tools certain to be needed by pro- 
ducers of defense items. By this method, a large pool 
of essential equipment will be accumulated, much 
the same as during World War II, and allotted to 
manufacturers for defense work only. This step was 
partly prompted by the discovery that most of the 
government-owned machine tools held in ‘“‘mothballs” 
since the last war are now completely obsolete, due 
to technological improvements in recent years, and 
that it is impractical to rehabilitate the machines in 
this reserve. Another motive was to insure preced- 
ence of defense requirements. 

Thus another and even more far reaching Order, 
M-41, directs machine tool manufacturers to deliver 
70% of their production as ordered by GSA to vari- 
ous branches of the Armed Services or to prime or 
subcontractors handling military business. A portion 
of this 70% will be bought by GSA for stockpiling, 
and the balance will be shipped to private concerns 
having “DO” defense priority orders. 


May Complete Deliveries on Current Orders 


While this program became effective March 1, 
machinery makers are permitted to complete deliv- 
eries of all items now in process of manufacture, and 
30% of their future output can be sold to private 
firms without restrictions. By July 1, however, pro- 
ducers must arrange their schedules to comply with 
the percentage deliveries of the Order, and no busi- 
ness can be undertaken of a nature where prolonged 
deliveries would interfere with shipments to fill mili- 
tary orders. 
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Position of Leading Machinery Stocks 





Approx. 
ey eS 
Net Sales Exemption 
1950 1949 Net Per Share Div. Recent Per 
—-—($ million)-- 1950 1949 1950 Price Yield Share* COMMENTS 





i 1 Leadi ducer of tobacco processin 
American Machine & Foundry. $ 17.6! $ 17.0 $ .83 $ .26 $ .80 1558 5.1% $ .65 prac, os Lage cocker uae —— 


ters. Stable operations probable. 20 
cents quarterly dividends safe. 
iy : Prominent boiler manufacturer. Absence 
Babcock & Wilcox.................. 139.6 153.5 6.70 7.62 4.50 37 12.0 5.75 of ubihes. Gis Your caulk aaedanatae 
x expand earnings. Liberal extras should 
supplement 50 cents quarterly divi- 
dends. & 
3 11 1 3, Large backlog orders for industrial con- 
Blaw-Knox.............. ce 43.1 66.2 1.49 2.51 1.25 18% 6.6 2.20 pe hot prices rn vtec onl 
ume potentials. EPT exemption high. 
Dividends will likely continue at $1.25 
annual rate. 
Bliss, E. W....... & 21.5 20.5 2.01 1.08 1.00 15% 6.3 2.30 Dominant producer of mechanical 
presses, with heavy unfilled orders. 
x 1951 earnings may slightly improve. 
No change in 25 cents quarterly divi- 
dends expected. 
Bucyrus-Erie....... 49.5 61.8 2.75 4.07 2.00 23% 8.6 3.30 Large orders and relief from long 
strikes may create uptrend in earnings. 
EPT position favorable. Total 1951 di- 
vidends should equal $2 per share. 
Buffalo Forge..... etebanaav sure 16.9 19.0 5.48 6.20 4.00 42 9.5 5.85 Company should benefit from defense 
orders as in last war, and earnings 
may moderately improve. EPT exemp- 
tion good. 50 cents quarterly dividends 
secure. 
Bullard 12.5 9.8 SAT 1.89 175 27% 6.3 1.25 Well situated to capture large orders 
; hs “ie a ala 3 for machine tools. A further uptrend 
in earnings possible. Occasional extras 
may supplement 25 cents quarterly 









































dividends. 
Caterpillar Tractor. .... 337.2 254.8 7.49 4.89 2.25 51% 4.3 3.15 Expanded capacity should be fully 
utilized and large volume well main- 


tained. 1951 total dividends should at 
least equal $2.25 a share paid last 











SS ee ee Soe year. i 
Chicago Pneumatic Tool 32.4 28.3 10.22 7.94 3.25 41% 7.8 8.30 Demand stimulated by defense pro- 
: gram. Outlook for next few years 


bright. 50 cents quarterly dividends 
will likely be augmented by periodic 
extras. 

Evans Products....... : 14.0! 15.3 3.01! (d)2.12 .50 167% 3.0 2:55 Manufacturer of freight car loading 
equipment and other specialties. With 
good EPT position, 1951 earnings 
should be favorable. Dividends of at 
least 50 cents annually indicated. 


: hee a aT %, - emer" Output of aircraft parts and machine 
Ex-Cell-O a 35.5 31.5 5.55 5.51 2.90 42% 6.7 3.65 scale ahaa tes ta einen deme, We 


base satisfactory. Liberal dividend 
policies should continue. 
Fairbanks Morse. .................... 85.4 77.6 6.40 5.70 2.50 49% 5.0 6.30 Sales of diesel engines and locomotives 
may increase. Good shelter against 
EPT. 1951 earnings should amply war- 
rant dividends at $2.50 annual rate. 
Food Machinery & Chem. 75.81 81.7 2.281 1.72 1.12% 37% 3.0 2.80 leading producer of equipment for 
food packers, and large maker of spe- 
cial chemicals. EPT a minor handicap. 
1951 dividends may be liberalized 
somewhat. 


Foster Wheeler 58.0 82.0 8.89 13.24 4.25 44% 9.5 7.95 Large backlog orders for boiler equip- 
ment and oil refining machinery fore- 


shadows favorable volume. High level 
earnings expected. Extras should sup- 
plement 50 cents quarterly dividends. _ 
Greenfield Tap & Die ee 8.2 5.45 1.35 2.00 25% 7.9 3.05 Large volume of cutting tools assured 
for this year. 50 cents quarterly divi- 
dends and occasional extras are prob- 
































able. 
Ingersoll Rand... 89.8 106.8 7.002 7.40 bf 80% TA 6.80 A leading machinery maker, with a 
good trade position and a favorable 


EPT base. Payment of liberal dividends 
should continue. 


EE 52.3 4.02" 4.41 2.50 33% 7.4 5.95 Much increased backlog orders for coal 
mining equipment should support high 
level activity. 50 cents quarterly divi- 
= safe and a year-end extra prob- 
able. 


Link Belt ; ; 83.1 88.1 10.42 9.73 6.00 82 7.3 9.25 Increased orders indicate well main- 


x tained sales. Taxes unlikely to prune 
earnings much. $1 quarterly dividends 
secure, with good prospect of a year- 
end extra. 


Mesta Machine... mes 47.1 5.60 5.30 3.50 52 6.7 «3.75 ~~ Strongly established maker of heavy 
equipment for steel mills. Sales poten- 


x tials bright. 1951 dividends should 























equal total of $3.50 per share paid 
: ’ ee last year. 
eon ceh Mati ink Gaal 7.4 7.1 1.42 1.33 1.00 20% 49 1.35 Unfilled orders near those of late war 
years. 1951 net earnings should permit 
| continuance of recently advanced 30 








cents quarterly dividends. 


National Acme ee ey LR _ 14.2 4.08 255 2.50 33% 72 3:55 Large sales assured in current year. 
Favorable earnings comparisons indi- 
cated this year. 50 cents quarterly 
dividends are secure. 
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The terms of Order M-41 are too complex for a 
brief discussion such as this. They apply, though, to 
non-portable machine tools with a catalogue price of 
$500 or more. The list of this equipment is very 
lengthy, and includes lathes, milling, boring, screw, 
welding, buffing, riveting and shearing machines, to 
mention only a few. Producers of this equipment are 
required to make monthly reports of inventories, 
new orders, working schedules and shipments, and 
stiff penalties are provided for violations of the 
order. 

In general, accordingly, the machine tool industry 
has now suddenly entered a period radically differ- 
ent from any since the end of the last war. Efficiently 
managed concerns, large or small, stand to reap ad- 
vantages from capacity operations, as the Govern- 
ment recently has broadened the priority privileges 
of this group as to raw materials. With a strong 
prospect that the industry’s annual volume may rise 
to at least $700 million this year, and in 1952 per- 
haps reach more than a billion dollars, several ag- 
gressive firms have applied for emergency permits 
to expand their facilities, with the accelerated amor- 
tization privilege. Some are now operating on a 
seven-day week basis with three shifts. 

Margins on the preponderant portion of military 
business will undoubtedly narrow, but large volume 
may partially offset this disadvantage. Renegotia- 
tions of earnings on military business, also, may pre- 
clude a sharp rise in profits. Heavier income taxes 
will naturally restrict earnings gains, but relatively 
high EPT exemptions will ease the impact of this 
impost on the profits of many concerns in the group. 
On balance, it looks as if many, if not most of the 
well situated producers of machine tools or similar 
equipment will experience improved earnings in 1951 
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Position of Leading Machinery Stocks ( Cont'd ) 


compared with 1950, although many of them found 
last year quite satisfactory. 

On the appended tabulation we list 28 prominent 
manufacturers of machinery and tools, with statis- 
tics pertinent to their operations and respective 
shares. This group embraces so many concerns pro- 
ducing varied or highly specialized equipment, that 
it is appropriate to discuss some of them specifically 
to appraise their present situation and near term 
potentials. Recently issued annual reports often 
throw considerable light on operating problems, 
backlog orders and tax positions, and thus furnish 
clues to future prospects. (Please turn to page 694) 
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Approx. 
€..F. ¥. 
Net Sales Exemption 
1950 1949 Net Per Share Div. Recent Per 
——($ million)-- 1950 1949 1950 Price Yield Share* COMMENTS 
: A 1 ‘ 1.10 Industrial d d for company’s ma- 
Niles-Bement Pond.................. 26.2 21.0 2.22 1.25 1.00 167% 6.0 due tude Gk eee a ool 
spite increased taxes, 1951 earnings 
may improve, and dividends may ex- 
sa __ceed 1950 total of $1 per share. 
a ee ee saa [fay ant as aay y 3 [z Prominent precision tool maker, with 
Starrett, (L. S.) Co. 48 6.7° 3.08 3.18 2.50 44’ 5.6 $75 bright outlook. EPT position very good. 
Quarterly dividends of 75 cents a 
a... 5. See 
F . A 5 252 % “5: 9 : Heavy demand for steel mill and metal 
United Engineering & Fdy. 66.8 63.2 8.25 6.83 4.00 2 i aia working equipment should benefit 1951 
operations. Earnings should rmit 
payment of $4 per share in total divi- 
: dends. tar 
U. S. Hoffman Machine 15.8 14.3 1.17 (d) .32 ae == 3.20 Outlook obscured by restrictions on 
materials for vacuum cleaner and gar- 
ment pressing equipment. Earnings re- 
cord erratic and resumption of divi- 
Sony oe : lhs__reasmetecne oes 7 ___dends uncertain. carn 
Van Norman Co 14.2 10.2 2.29 10 1.00 157% 63 1.95 Capacity operations assured for 1951 
* on output of cutting and grinding tools. 
A moderate uptrend in earnings would 
not surprise. Dividends should total $1 
sO a Ra ra ee ge SOS ok ee 
Waukesha Motor 13.46 17.07 1.496 1.057 1.00 17 5.8 2.80 Output of equipment for oil drillers 
should be large, also of heavy duty 
engines. No change likely in 25 cents 
Ae: ates a = ___quarterly dividend rate, 
Sy eR ey a ae a . ; ; 75 263, 10.3 4.50 Large backlog orders from numerous 
Worthington Pump & Mach. 82.9 88.8 5.70 5.11 2 4 0 iaiulan’ Wika Wee” maseeee 
X Good shelter against EPT. Liberal di- 
vidends assured. 
(*)—Per share, based on 85% of best 3 year average 1946-49. 4—_6 months ended December 31, 1950. 
(d)—Deficit. 5—Year ended June 30, 1950. 
1_9 months. 66 months ended January 31, 1951. 
2_Estimated. T_Year ended July.31, 1950. 
3—Year ended September 30, 1950. 8—Plus 50% in stock. 
X—Recommended for Appreciation. 
saeiiaaiiainds 
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The Bounce = 


in the 


RUBBER | 
INDUSTRY | 


By H. F. TRAVIS 


ius rubber industry, after the most success- 
ful year on record, is bracing itself for continued 
high level production during 1951, although the 
character of its output will be broadly affected by 
Federal regulations and defense program policies. 
Military business is already crowding manufacture 
of many civilian rubber goods to point where drastic 
regulations as to the use of natural rubber have been 
imposed, and further restrictions will likely follow. 

Thanks to experience gained during World War 
II, however, and the availability of numerous large 
Government-owned synthetic rubber plants that are 
now being reactivated, it seems certain that for the 
current year as a whole, the over-all supply of rubber 
will prove ample to meet both military and civilian 
requirements. Within a month now, a large tonnage 
of synthetic will begin to pour 
forth from the long idle facili- 
ties and by June, a monthly 
production rate of 65,000 tons 200 
should be attained to ease the 
present shortage. New rubber 
consumption, though, will be 
restricted to 90,000 tons month- 
ly for civilian goods, with 
25,000 tons or so of natural 
rubber supplementing the GR- 
S material to supply basic re- 
quirements. About 5000 tons 
of liquid latex monthly may be 
made available. 

One reason for the pinch in 
rubber has been the need for 
Government stockpiling of na- 
tural crude rubber at a time 
when manufacturing demand 
is unusually heavy. Prices for 
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MARKET ACTION OF TIRES & RUBBER GROUP 













imported rubber in the course of a year climbed to 
several times the 1949 average at one time in 1950, 
and though it has since receded somewhat, the Gov- 
ernment now acts as the exclusive buyer of all for- 
eign rubber, and carefully allocates the supply to 
manufacturers. In order to build up the stockpile, 
Washington plans to accumulate about two pounds 
of natural rubber for each pound used for civilian 
production, at the same time requiring industry to 
use two pounds of synthetic material for one pound 
of natural rubber in civilian manufactures. 

The National Production Authority, in close co- 
operation with leading rubber manufacturers, has 
had a tremendous task in forming regulations as to 
rubber usage with the least possible disruption of 
civilian production and public convenience. Tires 
and tubes account for about 70% of rubber con- 
sumption, and the prospective cutback in automo- 
bile production may thus reduce civilian demand in 
the current year by about 
25%. It is also likely that re- 
placement demand will recede 
about 12%. The NPA recently 
z eliminated the production of 
white walled tires in order to 
conserve natural rubber, and 
has limited its use to within a 
range of 50% to 90% for tires 
and tubes used for trucks and 
passenger cars according to 
classification. 

Additionally, the NPA has 
issued a 52-page booklet re- 
stricting the use of natural 
rubber in about 40,000 different 
products, and for a few non- 
essential items eliminating its 
use entirely. Included in the list 
that must use a larger portion 
of synthetic rubbers are indus- 
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trial goods such as belting, gaskets, brake linings, 
hard rubber tubing, etc.; also civilian goods such 
as toys, drug sundries and athletic goods. Despite 
these wholesale restrictions, though, it should be 
realized that they are much more lenient than during 
the last war, when no large supply of GR-S was 
available to offset the curtailed supply of natural 
rubber. 

Fortunately enough, the rubber manufacturers 
for some time past have been fully aware of the 
defense requirements now shaping up, and after a 
brief period for making final adjustments, they can 
progress smoothly to meet heavy demand for civilian 
and military products. As the latest restrictions be- 
came effective March 1, until the output of synthetic 
rubber increases some weeks later, there will likely 
be some confusion and even interrupted schedules, 
but this should be of short duration. 

The rubber industry got off to an excellent pro- 
duction start this year, as new rubber consumption 
in January increased 7.54% to 103,585 long tons 
compared with 96,319 long tons in December, ac- 
cording to the Rubber Manufacturers Association. 
The entire industry was never in better shape to 
operate efficiently, due to major postwar improve- 
ments, and earlier this year many of the large con- 
cerns were operating on a seven-day week basis 
with three shifts. It should also be realized that pro- 


duction of chemicals 
profitable diversification. 


increasingly provided 


has 


Suppose we briefly discuss a few of the more 


prominent rubber firms among those included in 
the appended statistical tabulation. United States 
Rubber Company, in its 1950 annual report, viewed 
the 1951 outlook with considerable confidence. The 
belief was expressed that the company could fill its 
full share of defense orders and still meet civilian 
demand reasonably well. By the end of last year, 
military items accounted for about 6% of total busi- 
ness, but a sharp increase in this proportion is indi- 
cated for the current year. Output of military tires, 
self-sealing fuel tanks for airplanes, inflatable vests, 
etc. had expanded, and plans are under way to 
manufacture tank tracks, life rafts, flying suits and 
rubber suits for underwater demolition teams. 


Advantages from Postwar Expansion 


From an operating viewpoint, U. S. Rubber should 


reap advantages from $115 million postwar outlays 
for plant improvements, and a large and well trained 
labor force. The company’s plantations in Sumatra 
and Malaya produced about 42 million pounds of 


natural rubber last year and output this year may 
rise to 50 million pounds. Demand for foam rubber 
is steadily increasing, (Please turn to page 698) 








Statistical Position of Leading Tire & Rubber Companies 





Net Sales 
1950 1949 
--($ million)-- 


Net Per Share 
1950 1949 


Approx. 
E; Pt. 
Exemption 

Per * 

Share 


Recent COMMENTS 


Price 


Div. 


1950 Yield 





Dayton Rubber $37.12 $ 23.5 $ 4.741 $(d) .38 


$ 


Increased volume in first quarter 
of fiscal 1951 adds confidence in 
outlook. Very conservative 15 cents 
a share quarterly dividends could 
be liberalized. 

Continued high level sales seem 


90 19% 4.5% $ 2.70 











Firestone Tire & Rubber. 690.51 579.6 16.761 8.82 


X 


5.00 91% 5.4 11.45 
assured, as well as relatively high 
earnings. EPT exemption favora- 
ble. A_ liberal year-end extra 
should supplement $1 quarterly 
dividends. 


Well situated to maintain satis- 





7.35 





General Tire & Rubber ‘125.32 92.5 13.882 94 


3.00 442 . 
factory earnings as military busi- 
ness should offset reduced civilian 
orders. Despite heavier taxes, 
earnings should easily permit total 
dividends of $3 per share. 


Taxes will probably pare earn- 











Goodrich, B. F. 543.3 387.9 8.06 4.79 


xX 


2.16 47% 45  £«475 1 
ings, but they could substantially 
decline without a threat to divi- 


dends. 
Both market and supply factors 





6.4 11.40 





Goodyear Tire & Rubber 845.1 633.5 15.62 8.40 


X 





Lee Rubber & Tire 39.21. 31.9 12371 | 





Seiberling Rubber ~ 38.51 253 5.26 (d) 1.99 


478 


5.00 


5.00 77 
presage another prosperous year, 
although taxes and controls may 
reduce earnings. $1 quarterly divi- 
dends secure and a year-end ex- 
tra is quite certain. 
A relatively small but well man- 
aged concern with a good record 
and strongly financed. A favora- 
ble tax position should permit 
earnings to support increased 75 
_cents quarterly dividends. 
Heavy demand for replacement 
tires improves volume potentials. 
Lower earnings expected, but clear- 
ance of preferred arrears may 
bring resumption of common divi- 

enas. 


1951 volume outlook bright, but 





7.30 





15% 1.20 — 











U. S. Rubber 695.7 517.4 11.04 5.62 


xX 


5.00 57% 8.7 7.90 ; 
margins may narrow on military 
business and taxes will increase. 
75 cents quarterly dividends en- 
tirely safe and occasional extras 


should be expected. 





*—Per share, based on 85% of best 3 year average 1946-49. 


(d)—Deficit. 
1_Year ended October 31, 1950. 








2—Year ended November 30, 1950. 
X—Recommended for Appreciation. 
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EPT 


Many annual earnings reports 
are slower than usual in being re- 
leased. This is because of the com- 
plexities involved in calculating 
EPT exemptions and liability. It 
is not possible for any analyst, or 
iavestor, to estimate accurately 
EPT exemptions, even under the 
reasonably simple average-earn- 
ings option, since the published re- 
ports to shareholders may differ 
considerably from those prepared 
for the Treasury for tax purposes. 
In the case of companies using the 
average-earnings option — mostly 
industrials—you can get a reason- 
ably good, rough idea of relative 
tax status, provided the company’s 
operations are not in foreign fields 
to any important extent. One 
thing to bear in mind is that EPT 
positions of companies with im- 
portant foreign subsidiaries or af- 
filiates are, as a rule, considerably 
more favorable than would be in- 
dicated by a glance at average 
profits per share for the best three 
years out of the 1946-1949 period. 
The reason is that dividend income 
from foreign sources is subject to 
a maximum U. S. tax of 15%. A 
few of the many companies with 
important foreign income, lightly 
taxed at least as far as our Gov- 
ernment is concerned, are Stand- 
ard Oil (New Jersey), Interna- 
tional Harvester, Firestone Tire, 
Singer Manufacturing, Texas 
Company, Sterling Drug and 
Woolworth. In some cases where 
1951 earnings will hold up well, 
despite higher U. S. taxes, it will 
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be largely because of well-main- 
tained, or increased, foreign in- 
come. 


Jersey 


It would take a goodly part of 
this page just to list the domestic 
and foreign subsidiaries and/or 
investment holdings of Standard 
Oil (New Jersey). Four of the 
most important holdings are con- 
trolling interests in Humble Oil, 
Creole Petroleum, and Imperial 
Oil; and a 30% interest in Arab- 
ian-American Oil. Humble is a 
major crude producer in the U.S. 
with larger crude reserves than 
any other company. Creole is the 
biggest crude producer in Venezu- 
ela. Imperial is the biggest Cana- 
dian refiner and distributor. 
Arabian-American has fabulous 
mid-East reserves. The first three 
named are traded on the New York 
Curb Exchange. At current mar- 
ket prices, the value of Jersey’s 








holdings of these three stocks ex- 
ceeds the value of Jersey’s own 
shares, which in effect allows no 
value for the other large assets or 
for much income other than that 
derived from these three compan- 
ies. The apparent conclusion is that 
Creole, Humble and Imperial are 
over-valued or Jersey is under- 
valued. Take your pick. One thing 
to note is that, on the basis of total 
dividends paid to the parent, Cre- 
ole is of major importance, giving 
Jersey even more income in recent 
years than the rich Humble Oil. 
Royalties and taxes in Venezuela 
are high and could go higher. It 
need hardly be said that there are 
incalculable long-term political 
risks affecting, potentially if not 
currently, any oil company operat- 
ing in Latin-America. Jersey is the 
biggest of all oil oempanies, and is 
tremendously strong in every re- 
spect. Still, if other things are any- 
where near equal—such as earnings 
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Sloss-Sheffield Steel & Iron...... 
American Brake Shoe Co... 


] Holland Furnace Co. ..... 


Houdaille-Hershey Corp. .......................... 


Doehler-Jarvis 


Firth Carpet 


American News Co. ooo... eee eeccececeeeeees 
BCEUIR ENN NY ooo ins cas sanccsccdagnensecees 
Georgia-Pacific Plywood & Lum. ............... 
Eaton Mfg. Co. ............ 








INCREASES SHOWN IN RECENT EARNINGS REPORTS 


— a ee 
1950 1949 
. Year Dec. 31 $7.87 $5.34 
Year Dec. 31 5.17 3.22 
Dec. 31 Quarter 1.72 1.52 
Year Dec. 31 3.63 1.68 
Dec. 31 Quarter 2.08 1.03 
Year Dec. 31 3.68 1.95 
Dec. 31 Quarter 2.02 1.59 
. 6 months Dec. 30 2.47 1.37 
Year Dec. 31 5.03 34 
Year Dec. 31 7.10 4.61 
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> and assets per share, and dividend 








vields—this column prefers com- 
panies whose properties and earn- 
ings are mainly domestic. In the 


’ case of the best of them, you have 
) enough things to watch, without 
’ taking on foreign complications. 





) Earnings 


Final data very likely will show 
that total corporate earnings re- 
corded a new all-time peak in 
1950, moderately exceeding the 
previous record year 1948. Divi- 
dends reached a new high by a 
somewhat wider margin, as many 
companies “loosened up” in policy. 
The reports of about 2,200 com- 
panies already issued show a com- 
bined gain of 32% in profits over 
those of 1949. Some of the biggest 
percentage gains, of course, were 
in lines which had poor or indif- 
ferent 1949 results. Examples in- 
clude meat packing, textiles and 
railroads. Among the poorest 1950 
results, compared with 1949, were 
those in such lines as baking, to- 
bacco, printing and publishing, 
cement, farm equipment, railroad 
equipment, oil and gas, and retail 
trade. The majority of these had 
gains, but they were well below 
average. 


Prospects 


The rate of earnings reached in 
the fourth quarter of 1950 will 
stand as a landmark for at least a 
very long time. It is quite sure 
that final-quarter 1951 profits will 
be much under it; and probable 
that full-year net will be materi- 
ally lower than in 1950. However, 
a few industries may conceivably 
fare better than they did last year. 
Among those which appear at the 
moment to have a chance of doing 
so are air lines, aircraft manufac- 
turing, aluminum, coal, machine 
tools, oil, rail equipment, rail- 
roads, shipbuilding, shipping, soft 
drinks and trucks. Probably taxes 
will be higher only for the second 
half, but current-rate earnings, 
after the boost is effective, should 
have more market weight than 
full-year estimates. In other 
words, the tax boost alone will as- 
sure that a portion of first-half 
profits must rate as non-recurring. 


Preferred Stocks 


Although there is a place for 
preferred stocks in some port- 
folios, this column is more than a 
little “lukewarm” to them. The 
few top-grade non-callable pre- 
ferreds yield little, or no, more 
than good-grade bonds. Medium- 
grade preferreds now yield from 
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4% or so to 5% ; but the more you 
stretch for yield, the more risk of 
market fluctuation you assume. 
These issues are neither “fish nor 
fowl, nor good red meat.” The in- 
come is limited, as on a bond, but 
less secure; and, except in con- 
vertibles or a few others with spe- 
cial provisions, the buyer does not 
share in the benefits of long-term 
company growth or the fruits of 
a cycle of prosperity. Most invest- 
ment portfolios are featured by 
compromise and balance. On a 
long-term basis, it is doubtful that 
typical investors could do better 
than have an appropriate percent- 
age of funds in high-grade bonds, 
mainly Governments; and the bal- 
ance in selected common stocks. 
That is a simple, clear-cut com- 
promise. 


Balance Sheets 


If you are a typical stockholder, 
you probably pay less attention to 
your company’s annual balance 
sheet than you should. Reported 
earnings can be excellent, amply 
covering the dividend rate — and 
yet the latter might be insecure 
if there is balance-sheet weakness. 
Among the many things to exam- 
ine, one of the most important is 
the relationship of cash holdings 
to inventories and to total current 
liabilities. The net working capital 
can look impressive at first glance, 
but consist mainly of inventory, 
subject to perhaps an important 
shrinkage in value in the event of 
even a moderate price decline. The 
combination of a significant de- 
cline in cash from a year ago, and 
a large rise in inventories—not in- 
frequent in an inflationary cycle— 
is a warning of potential danger. 
If it does not eventuate, that is 
often more a matter of good luck 
than of management’s judgment. 
Prudent management maintains a 
goodly degree of financial liquidity 
as protection against the unfore- 
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seeable contingencies. The ear- 
mark of strong financial liquidity 
is cash items equal to a major ratio 
of inventory and of total working 
eapital. (See special article on cor- 
porate financial positions in this 
issue.) 


Capital Gains 


There is considerable current 
sentiment in Congress for some 
boost in the capital gains tax, now 
a maximum effective rate of 25% 
on assets held six months or more. 
The Administration seeks a 
3714 % rate an a one-year holding 
period. The idea is unsound, but 
it is not this column’s function to 
editorialize on it. The point is this: 
if you have not established ade- 
quate reserves, the threat of a 
higher capital gains tax is an 
added reason for doing so now. It 
could save you some tax. The best 
idea is to take profits in specula- 
tive, cyclical stocks ; and to employ 
the funds at a later time in buying 
stocks with superior prospects for 
long-term growth. You might well 
gain enough in gross value to more 
than offset a higher gains tax, 
which should enter your calcula- 
tion of net value of long-term hold- 
ings whether you sell them or not. 
Even if you never do any selling, 
your estate will no doubt do some. 
So the tax cannot be permanently 
and entirely avoided in any event. 


Promise 


There is probably substantial 
further growth ahead in synthetic 
fibres, including the new wool-like 
materials; unit air conditioners; 
newer plastics; the “wonder 
metal” titanium; many newer 
chemicals; television; concen- 
trated frozen foods; the uses of 
magnesium; and the newer drugs. 
The oil industry is not through 
growing; and atomic energy for 
peaceful uses is around the corner. 
Opportunities are always there. 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Bendix Aviation 
Coca-Cola Co. 
Elliott Co. .. 


American Ice Co. ...... 
Columbia Pictures Corp. 
Union Oil of Calif. 

Waldorf System 

Cream of Wheat Corp.............. 








Cli relat CGw ie 55. cd taco esestr eects 


Wyandotte Worsted Co. ces. 


1950 1949 

Dec. 31 Quar. $1.21 $1.79 
Year Dec. 31 7.41 8.76 

.. Year Dec. 31 4.46 6.97 
Year Nov. 30 1.60 2.90 

. Year Dec. 31 .07 1.03 
26 Weeks Dec. 30 79 1.22 
Year Dec. 31 3.09 3.69 

. Year Dec. 31 1.16 1.28 
.. Year Dec. 31 2.28 2.42 
Year Dec. 31 14.69 15.19 
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By E. K. A. 


With the final decision on arms spending plans still about 
a month off, the defense program continues in low gear, 
accompanied by a mounting sense of easing tension which 
already has had repercus- 
sions on the price and pro- 
duction fronts. Already the 
Government has virtually 
stopped stockpiling copper, 
lead and zinc, a move that 
had effects on the price 
structure — particularly for 
copper — and is apt to make 
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190 possible continuation of 
“ relatively high civilian pro- 

a Two duction schedules, at least 
WEEKS for some time. Price hesi- 

160 Voces tancy, originally confined 
mainly to certain farm prod- 

q ucts such as wheat and corn, 

170 —J now is extending into other 
areas. Rubber has gone 

~ down considerably, and tin 

160 prices broke sharply on an- 
‘a YEAR nouncement that no further 

a AGO stockpiling will be undertak- 


en until prices are at more 
reasonable levels. 


The leveling out of in- 
dustrial production, restric- 
tions on the size of inven- 
tories and price freezes all 
have contributed to a slow- 
ing down of inventory ac- 
cumulation. Inventories, in 
fact, have shown signs of de- 
clining for the first time. In- 
dustrial expansion is also 
decelerating, further add- 
ing to lessening price pres- 
sure. Moreover, there are 
scattered indications of 
growing buyer resistance to 
higher prices. Combined 
with signs of less urgent de- 
mand in numerous consum- 
er goods fields, all this con- 
tributes to a weakening of 
the inflation and shortage 
scare. 


i... a | Retailers, well loaded with 


=¥ stocks, are beginning to get 
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uneasy, what with the second post-Korean wave of consumer 
buying tapering off and competition for volume again on 
the upgrade. Some feel that if present trends continue, re- 
tail ceilings may have no great significance, particularly when 
there should be need for rapid liquidation of excessive in- 
ventories. And there is widespread belief that consumer buying 
reluctance over the next months may be a bigger problem 
than shortages which are progressively receding into the 
distance. 

However, any thought of a deflation scare should be 
tempered by the continued existence of inflationary factors 
which are difficult to minimize. Even the price stabilizers admit 
that the cost-of-living will go up at least 5%—others say 
more likely 10%—by mid-summer before the trend can be 
halted or reversed. There is the new wage “catch-up” formula 
permitting raises up to 10% over the January 1950 level, 
and the new order allowing retailers price boosts to maintain 
their pre-Korean profit margins. Finally there is the prospect 
of higher excise taxes. All these things have a bearing on 
price trends, pushing them upwards. 

But important in the overall equation will not only be 
prices and supply but demand as well; and the demand out- 
look is more difficult to evaluate. There are indications that 
consumers may already have overspent, that overbuying in 
fact is prevalent all the way from factory to the consumer. 
Even so, nothing like an inventory “recession” on the 1949 
pattern is at all likely to ensue. If there is a temporary dip, 
it shouldn’t be very severe. But the principal reason behind 
it will be overbuying rather than transitional difficulties which 
so far have been virtually negligible. 


Things have been happening in the monetary field but any 
harsh tightening of credit is hardly in sight. Though pegs have 
been pulled out from under two 212% Government bond 
issues, the interest rate structure will continue to fluctuate in 
a relatively narrow range, with rate changes governed by 
business considerations rather than Treasury policies. Higher 
interest rates, in other words, will not be expected to carry 
the main burden of the Government's anti-inflation policy. 
The proposed voluntary program for restricting bank lending 
to business is being pushed, and direct controls of this kind 
will be relied upon heavily to halt credit expansion. 

So far, bank lending has continued apace, with another 
$311 million increase in bank loans reported for the week 
ended February 28. Business loans during the same period 
rose $145 million. True enough, in the New York area busi- 
ness loans dropped $64 million, the first decline in six weeks 
and only the second drop since the turn of this year, but 
there is great reluctance to predict that the long-overdue 
downward trend has now set in. On the other hand any 
slackening in retail and wholesale activity would make a 
decline a logical occurrence. 
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The Business Analyst 





MONEY AND CREDIT—Following the latest “accord” be- 
tween the Treasury and the Federal Reserve Board on interest 
policy, it seemed that the FRB was once again in possession of 
some real credit controls. Abandonment of price pegs on Fed- 
eral issues pointed that way though some doubt remained. 
And doubt proved justified, as it turned out. After leaving the 
Government bond market to its own devices for a few days, 
Federal support reappeared in the 212% issues and FRB policy 
with regard to the Government bond market thus had once 
again become a mystery. Restoration of support for the 2!s 
came after these issues had dipped to par and threatened to 
go lower. On the surface it thus appeared that the “peg” 
merely had been lowered a notch. But the bond market was 
disabused of this idea shortly thereafter when the FRB let the 
2%s drop a full point below par, an unusually sharp break 
which added to the atmosphere of confusion and dragged the 
stock market down in sympathy. The steepness of the decline 
in Government bonds once more deepened the mystery re- 
garding plans of the FRB for future market support. It remains 
for further market action to reveal just what the FRB intends 
to do. Doubtless the Treasury would not like to see Govern- 
ment bonds selling much below par, if only for prestige rea- 
sons. If that line is adhered to, it would take much of the 
significance out of the latest “accord.” There have been de- 
velopments in the credit field, too. The FRB has issued its new 
voluntary credit control program though at the same time 
warning that it is not a panacea for inflation. The scheme 
calls for commercial banks, life insurance companies and in- 
vestment banking firms to cut down on private loans “not 
necessary” for defense and “not essential to the needs of 
agriculture, industry and commerce.” While the definition is 
somewhat vague on what loans should not be granted, it 
almost certainly includes “speculative loans” such as for ex- 
cessive inventory accumulation or loans to retire or acquire 
corporate equities in the hands of the public. From an inven- 
tory angle, the move can be of some importance since many 
businesses are overloaded and have difficulty in carrying their 
bloated stocks. The restraint advocated would also apply to 
speculative expansion of real estate holding or plant facilities. 
With the FRB waving the big stick, bank cooperation can be 


regarded assured. 





). 
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TRADE—Wholesalers’ sales to retailers in the month of Janu- 
ary were some 53% above a year ago but current retail trade 
did not nearly match this increase. For the year to-date, de- 
partment store sales averaged 22% above last year; for the 
four weeks ended March 3, the year-to-year gain was 19%, 
and for the week ended March 3, there was an increase of 
18%. Signs of receding consumer demand continue to multi- 
ply, and retailers begin to worry about their inventories. Big 
post-Easter sales are predicted to bring about a better bal- 
ance. The trade realizes that past “anticipatory buying” has 
been heavy enough to cut into consumers’ future needs. 


oO. 
oO 





INDUSTRY—Industrial activity continues to show signs of a 
mild easing. At the same time there has been a speed-up in 
the awarding of defense contracts with the aim, apart from 
expediting the arms program, of minimizing the effects of 
materials restrictions in civilian industries. Despite the latter, 
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consumer goods output is close to record levels and about 
20% above a year ago. But a slowing should come in the 
second auarter when the 20% cut in steel will begin to affect 
most durable goods industries. 


f. 
Uv 





COMMODITIES—Easiness in the general price level, first 
noted a few weeks ago, continued though the decline remains 
fairly moderate. Commodity futures have been sagging more 
pronouncedly with considerable dips occurring in coffee, sugar, 
cocoa, cotton, vegetable oils and most grains. 


ee 


While inventory accumulation more lately has shown signs of 
slackening, BUSINESS INVENTORIES were built up substan- 
tially in January, according to latest figures compiled by the 
Department of Commerce. Total inventories on January 31 
were valued at $63.1 billion compared with $51.8 billion the 
year before and $61 billion at the end of December 1950. 
The gain during January over December exceeded the normal 
seasonal rise by $1.8 billion of which manufacturers’ stocks 
account for $850 million, those of wholesalers for $400 mil- 
lion and retailers inventories for $600 million. 


(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Whkh.or Year Pearl 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) Feb. 1.87 1.78 1.04 1.55 
Cumulative from mid-1940. Feb. 409.7 407.8 373.0 13.8 
FEDERAL GROSS DEBT—$b Mar. 7 255.7 255.9 256.0 55.2 
MONEY SUPPLY—$b 
Demand Deposits—94 Centers____ | Feb. 28 50.6 50.5 46.9 26.1 
Currency in Circulati Mar. 7 27.2 27.7 27.1 10.7 
BANK DEBITS—13-Week Avge. 
New York City—$b Feb. 28 10.81 10.78 9.22 4.26 
93 Other Centers—$b Feb. 28 16.34 16.17 12.90 7.60 
PERSONAL INCOMES—$b (cd2) Jan 243 244 217 102 

Salaries and Wages. Jan 162 160 138 66 

Preprietors’ | Jan 49 45 44 23 

interest and Dividend: Jan 19 25 17 10 

Transfer Payment Jan 13 12 18 3 

(INCOME FROM AGRICULTURE) Jan 24 22 22 10 
POPULATION—m (e) (cb) Feb. 153.3 153.1 150.8 133.8 

Non-Institutional, Age 14 & Over___ | Feb. 108.9 109.2 109.0 101.8 

Civilian Labor Force _ Feb. 61.3 61.5 61.7 55.6 

unemployed eee ees | 2.4 25 4.7 3.8 

Employed ss Feb. 58.9 59.0 57.0 51.8 

In Agriculture Sere | 5.9 6.0 6.2 8.0 

Non-Farm eee | 53.0 53.0 50.8 43.8 

At Work___ — | Feb. 50.9 51.3 48.7 43.2 

Weekly Hours = a 41.3 41.3 41.1 42.0 
Man-Hours Weekly—b__ | Feb. 2.10 2A2 2.01 1.82 

EMPLOYEES, Non-Farm—m (Ib) Jan 45.2 46.6 42.1 37.5 

Government Jan 6.6 6.4 5.8 4.8 

Factory Jan. 12.7 13.0 11.9 1927 
Weekly Hours___ Jan 40.6 41.4 39.4 40.4 
Hourly Wage (cents) Jan 155.1 154.1 141.8 77.3 
Weekly Wage ($) Jan 62.97 63.80 56.29 21.33 

PRICES—Wholesale (ib2) Mar. 6 183.5 183.0 152.7 92.5 

Retail (cdlb) Nov 194.8 193.9 185.7 116.2 

COST OF LIVING (Ib3) Dec 178.4 175.6 167.5 100.2 

Food Dec 215.4 2095 1973 113.1 

Clothing Dec 196.4 195.0 1858 113.8 

Rent Dec 1258 1254 122.2 107.8 

RETAIL TRADE—$b 

Retail Store Sales (cd) Jan 11.8 14.4 9.5 47 
Durable Goods. Jan 4.1 4.2 3.0 1st 
Non-Durable Goods___ | Jar, 77 10.2 6.5 3.6 

Dep‘t Store Sales (mrb) Jan. 0.8 1.5 0.6 0.4 

Retail Sales Credit, End Mo. (rb2)__ | Jan 11.9 12.1 9.7 55 

MANUFACTURERS’ 

New Orders—$b (cd) Total_______| j.,,, 2.5 231 170 146 
Durable Goods Jan. 3.100 117 7.5 7.1 
Non-Durable Goods ——_____ | j,,, 13.4 120 9.5 7.5 

Shipments—$b (ed)—Total_——___| jan, 228 86213 :16.0 8.3 
Denbie Goods Jan 10.2 10.0 67 4.1 
Non-Durable Goods. han. 12.6 11.8 9.3 42 

BUSINESS INVENTORIES, End Mo. 

Tetal—$b (ed) Dec 61.0 61.4 512 286 
nits Dec 34.1 32.9 29.0 16.4 
wanna Dec 10.8 10.6 9.1 4.1 
Retailers Dec 16.1 17.9 13.1 8.1 

Dept. Store Stocks (mrb). Dec 23 2.9 19 a4 

BUSINESS ACTIVITY—1—pc Mar. 3 182.6 181.6 161.2 141.8 
- (MA. W. S.)—1—np__ Mar. 3 216.6 2149 187.7 146.5 





(Continued from page 679) 
Though hampered by shortages of roll. 


ing stock, the railroads obtained fewer new | 
freight cars in February than in Janvary, |” 


FREIGHT CAR DELIVERIES last month 
fell off to 5,842 units from 5,949 in January, 
a far cry from the goal of a monthly pro- 
duction of 10,000 cars. On the other hand, 
the railroads placed additional orders for 
15,947 new cars during February, raising 
car builders’ unfilled orders to a record 
high of 154,861 cars. 


* * * 


Demand for PETROLEUM PRODUCTS 
this year will probably range between 6.9 
million and 7.1 million barrels daily, an in- 
crease of 62% to 9%% over 1950, ac- 
cording to industry estimates. 


* * * 


Shipments of passenger car TIRES in 
January declined almost 9% below those 
of December, according to the Rubber 
Manufacturers Association. They totaled 5.7 
million units, down from 6.26 million in the 
previous month. Production of passenger 
car tires was down 3.6% to 5.43 million. 
Inventories dropped more than 9% to 3.03 
million tires. 


* + * 


It is understood that the Federal Reserve 
Board has about given up the idea of 
further tightening INSTALMENT CREDIT 
terms or extending the existing regulation 
W into new credit fields. This could however 
change if outstanding consumer instalment 
credit starts rising again. Such outstanding 
credit dropped $212 million in January, 
an unusually large decline for the month. A 
further drop is expected for February and 
March. 

* * * 


RAYON SHIPMENTS by American pro- 
ducers during February declined about 5% 
from January levels, according to Rayon 
Organon. Delays in receipts of raw mate- 
rials because of the railroad strike cut out- 
put in some plants, but daily production 
during February actually showed an in- 
crease over the January rate. Shipments 
for the first two months of the year totaled 
204.3 million pounds, a 4% gain over the 
corresponding period of 1950. Consumption 
of “apparel-type” fibres during 1950 rose 
26% above 1949, but still remained one- 
half percent below the 1942 record. 


* * * 


In recognition of high wool prices, 
CARPET MAKERS and wholesalers got a 
15% price increase from the Federal price 
controllers. Some leading carpet makers 
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$$$ Latest Previous Pre- 
3 Wk.or Whk.or Year Pearl PRESENT POSITION AND OUTLOOK 
LOOK Date Month Month Ago Harbor* 
JUSTRIAL PROD.—1—np (rb ; eae 
‘elie... _— ana _ pei oa = | which had withdrawn its lines more than 
| ining an. ° : ° 
a month ago pending price adjustment, are 
0 ? ; ; 
of roll. _— ry “ Mfr a ed 7” pe = now expected to begin shipments again at 
fer new || tates ie ot ba bo be bis the higher prices. Retailers can pass along 
anuary, |” CARLOADINGS—t—Total Mar. 3 786 735 594 833 only the exact dollar and cents increases. 
month Manufactures —~| Mar. 3 402 375 328 379 * * * 
L : 
—— oan resi a) cae - oe Retail FURNITURE SALES showed con- 
a sa ae = : bs: __ | siderably less than the usual seasonal de- 
w* ELEC. POWER Output (Kw.H.) m Mar. 3 6,822 6,833 5,879 3,267 cline in January and were 23% greater 
rs for —— : , ° 
raising] | SOFT COAL, Prod. (st) m Mar. 3 WW  10.1 3.2 108 rsd in the raf eer 1950 —— A 
record Cumulative from Jan. 1_-_____ }_ Mar. 3 94.2 83.1 45.4 44.6 slac ee or aemana, —— a as ap- 
Stocks, End Me Tee 73.9 72.5 37.2 61.8 peared in more recent weeks. Inventories 
at retail stores at the end of January were 
PETROLEUM—(bbis.) m equivalent to approximately 5/2-month sup- 
UCTS Crude Output, Daily____________ | Mar. 3 6.0 5.3 4.9 4.1 ply at current rate of sales. 
on 6.9 Gasoline Stocks Mar. 3 138 137 134 86 * * x 
rs Fuel Oil Stock Mar. 3 38 39 46 94 : f 
an in- a : , iene Mer. 3 48 "9 52 55 Domestic shipments of slab ZINC de- 
), ac- aed hd: —_—— | clined 7,284 tons to 64,784 tons in Febru- 
LUMBER, Prod.—(bd. ft.) m Mar. 3 708 734 729 632 ary. Smelter production dropped 10,652 
Stocks, End Mo. (bd. ft.) b___ | Dee. 6.8 6.6 7.1 126 | tons to 70,285 tons, the lowest output in a 
ES in STEEL INGOT PROD. (st) m Feb. 8.84 7.84 6.79 6.96 | year. = — + smelters, including 
i ise cecilia Meade Haas. Feb. 16.69 7.84 14.73 74.7 export and stockpile shipments, were down 
bb about 10,000 tons to 69,380 tons. Stocks at 
4d or ENGINEERING CONSTRUCTION the end of the month rose slightly to 11,117 
: rit AWARDS—$m (en) Mar. 8 259 352 211 94 tons, and unfilled orders increased about 
n the Cumulative from Jan. 1______| Mar. 8 3,149 2,890 1,946 5,692 4,000 tons to 76,446 tons. The decline in 
> . . . 
“~ MISCELLANEOUS production and deliveries was largely due 
308 Denctheard; uw Orders tit Mara 345 201 250 165 to the shorter month in February. Zinc de- 
: Cigarettes, Domestic Sales—b.__ | Jan. 34 23 29 17 mand continues strong as reflected by the 
De., Cigers—m | Jan. - 459 375 424 543 rise in unfilled orders. The zinc industry 
Si,, Mematemened Tehaces (hans. | 0. 20 13 19 28 hopes that end-use controls can be avoided 
— Footwear Production (pairs)m_ Dec. 36 38 36 35 once the present 80% over-all use restric- 
1 of Hosiery Production (pairs)m_—— Jan. 181 154 162 150 tion takes effect. 
DIT b—Billions. cb—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
ition cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated, en—Engineering News-Record. |—Seasonally adjusted index 
ever (1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m—Millions. mpt—At mills, publishers, 
nent and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for populatoin growth. pe—Per capita basis. 
ins Pi ge Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t--Thousands. *—1941; November, or week 
ended December 6. 
ary, 
a THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
an 
No. of ———1950-51 Indexes —————_ (Nov. 14, 1936, Cl.—100) High Low Mar.3 Mar. 10 
Issues (1925 Close—100) High Low Mar.3 = Mar. 10 100 HIGH PRICED STOCKS 117.01 85.27 114.70 113.47 
334 COMBINED AVERAGE » WES 134.7 194.1 192.2 100 LOW PRICED STOCKS 245.77 151.88 241.60 241.38 
ro- | | 4 Agricultural Implements 292.7 180.7 288.4 283.5 5 Investment Trusts .... 88.7 66.5 86.4 85.6 
5% 10 Aircraft (’27 Cl.—100) 333.0 170.8 320.6 314.5 3 Liquor (’27 Cl.—100) 1202.0 797.3 1158.4 1135.4 
on 7 Air Lines (‘34 Cl.—100) 725.5 450.3 679.7 705.9 11 Machinery 206.4 140.6 202.6 200.7 
' 8 Amusement .................... 104.4 78.0 99.1 97.3 3 Mail Order 152.0 99.6 141.3 141.3 
ite- 10 Automobile Accessories ......... 257.6 195.6 257.6 255.3 3 Meat Packing .... 109.1 85.9 100.2 101.2 
ut- 11 Automobiles ...... oe 46.3 28.5 46.3 46.3 13 Metals, Miscellaneous 280.9 139.9 267.7 257.8 
ion 3 Baking (‘26 Cl.—100) i ae 19.0 23.0 23.2 4 Paper ae puvedede) Oa 213.4 366.5 369.8 
‘n- 3 Business Machines ... ’ 351.5 226.5 351.5C 351.5 29 Petroleum 389.8 243.0 372.8 372.8 
t 2 Bus Lines (’26 Cl.—100) 183.1 145.9 Wt. 166.0 30 Public Utilities 153.7 127.7 152.8 152.8 
-_ 6 Chemicals: <.cc:ssscce-cc---:- .. 364.3 2564 356.0 352.7 9 Radio & TV (‘27 Cl.—100) 35.3 18.1 30.6 30.6 
ed 3 Coal Mining ..............0... 18.3 11.3 16.0 15.7 8 Railroad Equipment 73.8 43.0 70.4 68.4 
he 4 Communication ............... 72.5 41.9 72.5B 72.5 24 Railroads 45.4 22.3 44.0 42.8 
on 9 Construction .............. =a 68.3 51.3 67.7B 68.3B 3 Realty 41.0 30.7 41.0 41.0 
7 Containers ................ ar 412.8 282.1 403.4 399.7 3 Shipbuilding 181.0 139.7 174.3 167.6 
se 9 Copper & Brass ...... 147.1 80.3 143.2 141.9 3 Soft Drinks 395.5 295.9 364.2 381.0 
e- 2 Dairy Products ........ 83.7 68.1 80.0 80.8 15 Steel & Iron 169.5 96.1 160.7 157.7 
5 Department Stores . 84.5 56.6 79.8 77.6 3 Sugar 75.4 48.7 73.9 73.2 
6 Drugs & Toilet Articles 235.0 170.2 230.5 232.7 2 Sulphur 470.9 301.6 438.3 434.0 
2 Finance Companies .... 361.8 232.8 288.5 281.2 5 Textiles 223.6 119.9 219.5 213.5 
7 Food Brands dead 200.9 162.0 196.9 193.2 3 Tires & Rubber 56.7 32.0 56.7D 55.8 
S, 2 EGO OIOtOS: ......ccccseeees . Vets 86.3 117.3E 118.4 6 Tobacco .. 88.2 77.3 84.3 84.3 
a 3 Furnishings ................ 80.8 60.7 74.9 72.9 2 Variety Stores 352.3 303.3 319.5 319.5 
" 4 Gold Mining : . W585 509.7 674.0 679.5 20 Unclasified (‘49 Cl.—100) 127.3 93.2 126.5 123.1 
rs New HIGHS: B—1948; C—1947; D—1946; S—1930; T—1929; E—1950. Z—New all time HIGH. 
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Trend of Commodities 





Easiness in the general price structure, first noted a few 
weeks ago, continued to make itself felt in various directions 
though declines on the whole were moderate. Small increases 
in grains, foods and textiles were slightly more than offset by 
a sharp decline in the non-ferrous metals group (due to a break 
in tin) and by a drop in rubber. The RFC, incidentally, has now 
become the sole importer of tin under a new NPA directive. 
One of the major features in the commodity futures markets 
has been the reopening of the cotton market, closed since the 
January 26 price freeze for the longest period since 1914. 
Re-opening followed imposition of a ceiling on the raw cotton 
price which OPS believes to be low enough to keep clothing 
prices within the reach of the public, yet high enough to keep 
peace with cotton growers. Cotton growers filed vociferous 
protest, contending that the ceiling of 45.76 cents a pound is 


Be 
€ 
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too low, though it is nearly eleven cents higher than the pre. : 
Korean price. But Price Stabilizer DiSalle shows no signs of — 
giving in—as yet. Elsewhere various prices, such as tin and 
rubber, dropped on word that Government stockpiling had | 
stopped or would soon stop. Lard prices broke on rumors of ’ 
impending OPS roll-backs, and the forward positions in cot. | 
tonoil and soybean oil were also influenced by this, as well 
as by OPS roll-backs of shortening and salad oil prices, and 
the large 1951 crop prospects. Coffee and cocoa, as well as 
lead, turned somewhat easier too. Prospects of ceilings on 
hogs caused selling in corn and oats, principal feed grains. 
Futures trading in hides was resumed after a six-week sus- 
pension with contracts holding at the ceiling levels and turn. 
over light. New cotton crop contracts eased under liquidation 
stemming from anticipation of larger cotton plantings. 













VSLB 1926-100 


1990 1945 1946 1947 1949 1950 





1948 


Date 2 Wk. 1Mo. 3 Mo. 6Mo. 1 Yr. Dec. 6 
Mar.12 Ago Ago Ago Ago Ago 1941 
380.6 389.9 390.7 354.5 331.3 246.1 156.9 
. 421.7 405.4 434.1 380.9 351.9 248.1 157.3 
356.2 363.1 365.0 338.4 318.6 244.9 156.6 
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11 Imported Commodities... 
17 Domestic Commodities 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1951 1950 1947 1945 1941 1939 1938 1937 
High 214.5 304.7 1640 958 743 783 658 93.8 
low 204.2 134.2 1264 93.6 58.7 61.6 57.5 64.7 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Date 2 Wk. 1Mo. 3Mo. 6Mo. 1 Yr. Dec. 6 
Mar.12 Ago Ago Ago Ago Ago 1941 
412.4 414.8 418.9 368.1 360.9 305.6 163.9 
398.8 403.4 406.7 369.1 371.4 306.9 169.2 
371.4 379.3 379.1 345.9 310.3 218.8 148.2 


7 Domestic Agriculture.... 
12 Foodstuffs 
16 Raw Industrials 
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Average 1924-26 equals 100 


1951 1950 1947 1945 1941 1939 1938 1937 

High 215.4 202.8 184.4 111.7 88.9 67.9 57.7 86.6 
Low . 202.0 1408 123.0 98.6 58.2 48.9 47.3 54.6 
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The vast new expansion program of the steel 
industry is certain to overstrain the capacity of 
many concerns that produce essential materials used 
in the construction of furnaces. In order to keep 
abreast of increasing demand, General Refractories 
Company, one of the two leading producers of fire 
brick, plans to spend around $12 million to modern- 
ize and expand its present facilities. A large new 
plant will be built in California, and another $3 
million unit will be constructed not distant from 
the huge new Fairless plant of the U. S. Steel Cor- 
poration, for which ground has been broken at Mor- 
risville, Pa. General Refractories is expected to 
announce before long some other expansion projects 
to be included in its program. 


A large deposit of ‘‘Coquina” shells—small clam 
shells—in Florida will soon become of important 
commercial value. Because of the heavy content of 
calcium carbonate in these shells, Lehigh Portland 
Cement Company plans to use them in a new process 
of making cement, thereby increasing the company’s 
annual output by as much as 1.4 million barrels per 
year. Construction of a mill adjacent to the deposit 
will involve an outlay of about $11 million dollars. 
The National Production Authority has issued to the 
company a certificate of necessity, entitling Lehigh 
Portland to accelerated amortization privileges in 
computing tax liabilities. 


Sky-high prices for imported raw wool have stim- 
ulated a strong trend by carpet manufacturers to 
utilize man-made fibers in their output, after several 
years of extensive research. Successful experience 
with the synthetics late last year led Bigelow San- 
ford Carpet Company to purchase a minority interest 
in Hartford Rayon Company, a concern well situated 
to produce the new special fibers. The buyer now 
plans to acquire enough more stock to establish con- 
trol of this supplier, with a view to possibly expand- 
ing its facilities before long. 


Receipt of a $19 million defense contract by Rem- 
ington Arms Company several months ago, and 
mounting orders for small arms munitions, has 
caused the company to plan for fully reactivating its 
World War II plant at Lake City, Missouri. More 
than $4.2 million will probably be required to put 
this unit in tip top shape for the big job ahead. On 
what a large scale the plant will operate is indicated 
by a prospective labor force of more than 8000 
persons. 


Stockholders of Buckeye Pipeline Company have 
been asked to approve plans for construction of a 
430 mile new pipe line system in eastern Pennsy]- 
vania and central New York. Quite a lengthy list of 
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important petroleum refiners are expected to patron- 
ize this common carrier to facilitate distribution of 
their products, and ready connection with other pipe 
line systems will be provided. The first sections of 
the new line will be 14 inch all steel welded pipes to 
start from Linden, N. J. and from Marcus Hook, 
with a combined daily capacity of 108,000 barrels. 
The estimated $23.4 million construction costs of 
the program will doubtless be financed by a group 
of insurance companies. 


For the first time since World War I, the Ameri- 
‘an sulphur industry last vear was unable to meet 
all demand, although output was of peak propor- 
tions. In the circumstances, Freeport Sulphur Com- 
pany is conducting an active campaign of explora- 
tion for new reserves and has been forced to allocate 
deliveries of sulphur, the most widely used of all 
industrial chemicals. The company recently ar- 
ranged to lease a rather unimportant sulphur dome 
in Louisiana from the Texas Company, but in view 
of the current shortage will probably construct a 
new plant at this location. Additionally, four other 
domes have been leased at different points for 
further exploration, although swamps render such 
work difficult. Freeport Sulphur, with a look ahead, 
is active in research to find an economical way to 
produce sulphur from natural gas. 


The chemical division of Koppers Company is 
undertaking an expansion program likely to involve 
many millions of dollars, designed chiefly to increase 
production of styrenes. Output of polystyrene, an 
essential ingredient of synthetic rubber, is expected 
to expand by about 25%. Styrene monomers, from 
which the polystyrene-is made, should be produced 
in 33% larger quantities when adequate facilities 
are completed. The company expects to erect a new 
plant near Port Arthur, Texas, and another at 
Kobuta, Pennsylvania, with hopes of reaching the 
production stage early in 1952. 


New Orleans continues to attract important new 
industries on an increasing scale, as a result of rela- 
tively cheap labor, diverse transportation facilities, 
favorable materials supply factors and postwar port 
improvements. Among the latest companies plan- 
ning to enter the city in rather a big way, is Delta 
Match Company, a subsidiary of Swedish Match 
Company, with an ample wood supply partially in- 
fluencing the step. Negotiations are under way for 
Delta Match to purchase 35 acres of land, on which 
a $2 million dollar plant may be constructed. 


Northwest Airlines, as a safety measure, has de- 
cided to temporarily withdraw from service its fleet 
of 20 Martin 2-0-2 airplanes. In order to maintain 
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regular schedules, four-engined Boeing Strato- 
cruisers and Douglas DC-4s will replace the former 
planes for a while. In recent years, the Martin 
2-0-2s have crashed more than once, and the Civil 
Aeronautics Administration has suggested several 
modifications in them, as a result of intensive study, 
although no basic or structural troubles with them 
were discovered. 


New York State may soon join 33 other states 
that now permit insurance companies to invest in 
common stocks, The New York State Department of 
Insurance has already approved the step, and appro- 
priate bills introduced in both the Assembly and 
State Legislature are awaiting final action. These 
measures would permit each New York Insurance 
company to invest 3% of its assets or one third of 
surplus, whichever is less, in common stocks. If the 
proposal becomes law, demand might be created for 
nearly $900 million sound equities in the first year, 
a factor that could be a substantial market influence. 


To help promote highway safety throughout the 
country, the Chrysler Corporation has just made 
available for free group showings a 22-minute sound 
motion picture entitled “The Case of Tommy 
Tucker”. This film, produced by Wilding Picture 
Productions, presents in dramatic form the experi- 
ences of one boy, who by example and initiative 
establishes a successful safety program for his com- 
munity. Local Plymouth dealers everywhere will 
arrange for a free showing. 


The first DC-6B, latest million dollar airliner to 
travel the skyways, has been delivered to United 
Air Lines, which has 20 of the new 50 ton planes on 
order from Douglas Aircraft Company, and which 
will cost the purchaser about $20 million. These new 
airliners have more horsepower, greater seating 
capacity and a longer fuselage than the standard 
DC-6. They will cruise at 300 miles per hour, carry- 
ing 58 passengers, a 5-man crew and 6000 pounds 
of cargo. 


Timken Roller Bearing Company plans construc- 
tion of three large new electric furnaces at its Can- 
ton, Ohio plant, to replace three open hearth fur- 
naces now in use. The company’s electric furnace 
ingot capacity will be increased about 80% by this 
move, and output will consist wholly of high-alloy 
steel. The program will cost about $5.5 million, of 
which the Government has already approved ap- 
proximately $3.5 million as a basis for accelerated 
amortization under a certificate of necessity. 


In order to produce sizeable amounts of defense 
items, such as shells and generators, Sunbeam Cor- 
poration is constructing a 160,000 square foot addi- 
tion to its Chicago plant, nearly doubling the pres- 
ent available space. The program is expected to cost 
nearly $1.75 million. 


Cooper-Bessemer Corporation has received the 
largest single commercial engine contract in its 118 
year history, involving $12 million. These huge in- 
ternal combustion engines will operate the world’s 
largest electric generating plant ever to be powered 
by engines of this type. Each of 40 engines to be 
used will develop 3700 horse power to generate elec- 
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tricity for the immense new aluminum reduction 


plant under construction bv the Reynolds Metals , 


Company near Corpus Christi, Texas. This new 
equipment, consisting of 100-ton supercharged 
engines, will operate entirely on natural gas fuel 
and is expected to be exceptionally efficient. An esti- 
mated 30% saving in fuel consumption will in effect 
save enough quantities of natural gas to service sey- 
eral moderately sized American cities. The capacity 
of this one plant alone will require about 176,000 
kilowatts of power for the aluminum processing, 
enough to light a city of 350,000 people. 


A new division has been organized by Libbey. 
Owens-Ford Glass Company to manufacture fiber 
glass in the company’s Parkersburg, West Virginia, 
factory. A certificate of necessity has been issued by 
the Government for development of the new business 
to aid in the national defense rearmament program. 
“his will represent the company’s first entry into a 
wholly new field since it established its Plaskon di- 
vision in 1943 for manufacture of plastic materials. 
Fiber glass is a versatile fiber which is replacing 


many natural and synthetic fibers in a wide variety | 


of textiles, insulation, metal substitutes and indus- 
trial materials, and more than 500 uses for it have 
been developed. It is now in critical demand for 
many defense projects. 


The prolonged efforts of the New England Council 
to establish a vast steel enterprise in Connecticut 
have run into a difficult snag, after being assured 
of a $250 million certificate of necessity by Wash- 
ington. Since last November, Bethlehem Steel Cor- 
poration has held an option to build and operate the 
mill, but as the result of an independent engineering 
report that was unfavorable, Bethlehem Steel has 
dropped the option. Costs of ore, coal and limestone 
seem to present a major stumbling block. Coverdale 
& Colpitts, the engineering firm, however, have 
withdrawn their adverse report to the Connecticut 
Legislature, to make some adjustments, and in the 
final analysis the picture may look somewhat less 
gloomy. 


When Ford Motor Company has completed con- 
version of the big Tucker plant in Chicago for manu- 
facture of aircraft engines, the company will prob- 
ably have spent almost $100 million to rehabilitate 
the facility and to purchase the necessary machine 
tools. As Ford, however, already holds contracts ag- 
gregating $565 million to build the engines for the 
Airforce, and will probably receive additional ones, 
the large preliminary outlays should prove worth 
while. 


Despite last year’s record output by Sylvania Elec- 
tric Products, Inc., demand for radio and TV tubes, 
fluorescent lighting fixtures and defense equipment 
has increased so substantially that the company 
plans to rapidly expand its facilities. Only recently, 
acquisition of a site for a new plant in Woburn, 
Mass. was announced, as well as an option to pur- 
chase a factory in Wheeling, Virginia. Now it has 
been stated that a $1.5 million new plant will be 
constructed in Burlington, Iowa. Soon after the end 
of the last war, Sylvania Electric started a broad 
program to decentralize its manufacturing facilities, 
and it seems clear that these policies are continuing 
on an increasing scale. 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 

. Give all necessary facts, but be brief. 


addressed envelope. 


1 
2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Continental Motors Corporation 


“Please furnish information as to 
volume of business on the principal 
divisions of Continental Motors Cor- 
poration and w sie ; capital position.” 

. G., Toledo, Ohio 

Continental Bosal Corpora- 
tion experienced a sharp upturn 
in business in the fiscal year ended 
October 31, 1950, with earnings 
at the highest level in five years, 
and sales 31% greater than in 
1949. 

Net earnings after taxes 
amounted to $3,611,245, or $1.90 
per share, compared with $1,801,- 
205, or 55 cents per share in 1949. 

Net sales totalled $96,404,268, 
against $73,192,294, in the previ- 
ous year. 

Agricultural engines accounted 
for 83% of the year’s volume, 
automotive engines 19%, and in- 
dustrial engines 14%. The re- 
mainder consisted of military, air- 
craft and marine engines, service 
parts, and machine products. 

The satisfactory performance 
in Korea of the 840 horsepower 
tank engine developed by Conti- 
nental Motors for the Ordnance 
Department has resulted in ex- 
pansion of the original order, 
which has been in production at 
an accelerating rate since 1949. 
An order for the second model of 
another tank has also been re- 
ceived. 

Sizeable orders have been re- 
ceived for several standard com- 
mercial engines for use in a wide 
variety of military equipment to 
be built by customers. Military 
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business, both direct and indirect, 
together with demand for essen- 
tial civilian needs, should fully 
utilize increased plant capacity 
built up in recent years. 

Dividends aggregating 30 cents 
a share were paid during the fis- 
cal year 1950 compared with 20 
cents a share in 1949. 

Working capital amounted to 
$25,056,193 on October 31, 1950 
and was the highest in the cor- 
poration’s history, and $2,258,887 
larger than a year earlier. Long 
term debt stood at $4,500,000, a 
reduction of $867,209 for the 
year. 

Company’s share of net profit 
of Continental Aviation & Engi- 
neering Corporation, a subsidi- 
ary, for year ended October 31, 
1950 amounted to $34,870 (1949- 
$11,108) and is not included 
above. 

Consolidated balance sheet as 
of October 31, 1950 showed total 
current assets of $44,432,296, 
total current liabilities of $19,- 
376,103 leaving net current assets 
of $25,056,198. 


Marathon Corporation 


“Please report comparative sales 
volume and earnings of Marathon Cor- 
poration in the past two years and 
dividend payments.” 

R. W., Cleveland, Ohio 

Sales and earnings of Marathon 
Corporation, a leading manufac- 
turer of protective food packag- 
ing, reached the highest level in 
the company’s history in the fis- 
cal year ended October 31, 1950. 





Net sales were $68,269,814 


against $60,048,280 in the preced- 


ing year and net earnings were 
$6,536,036 compared with $4,519,- 
217 the year before. After pre- 
ferred dividends the 1950 earn- 
ings were equal to $4.84 per share 
on 1,300,000 shares of common 
stock outstanding compared with 
$3.29 per share on the same basis 
in 1949. 

Over 
company has 
its sales and earnings. 
1946 were $33,244,137 
ings were $2,734,034. 

Marathon’s financial position is 
strong. The company has no out- 
standing bank loans. The larger 
sales and production have re- 
quired an extension of more credit 
to company’s customers and 
larger inventories. The require- 
ment of additional income tax 
provision is the principal reason 
for the increase in current liabili- 
ties. But even so, the ratio of cur- 
rent assets to current liabilities 
at the end of the 1950 fiscal year 
was 2.4 to 1, practically the same 
as in 1949. 

The company’s long range 
planning program involves a com- 
pletely integrated operation from 
the harvesting of the trees in the 
forests through the various man- 
ufacturing processes and its dis- 
tribution to the ultimate user of 
the specially designed food pack- 
aging which Marathon manufac- 
tures. 

Dividends in 1950 totalled $1.50 
per share and 50 cents was paid 
in the first quarter of the current 
year 

Prospects for the current year 
appear favorable. 


the last five years the 
more than doubled 

Sales in 
and earn- 


Bristol-Myers Company 
“Please give comparative earnings 
record for the past two years of Bristol- 
Myers Company and also present divi- 
dend rate.’ 
C. L., New Rochelle, N. Y. 
For the three months ended 
December 31, 1950, the tentative 
net earnings of Bristol-Myers 
Company and its North Ameri- 
can subsidiaries amounted to $1,- 
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256,133 after all charges, reserves, 
and a provision of $1,463,891 for 
income and excess profit taxes. 
This is equivalent, after provision 
for dividend on preferred stock, 
to 87c per share on the 1,380,560 
shares of common stock outstand- 
ing on December 31, 150. For the 
corresponding three-month per- 
iod in 1949, and on the same basis 
of consolidation, the net earnings 
of Bristol-Myers Company and its 
North American _ subsidiaries, 
were $546,563, equivalent to 35c 
per share on the 1,381,180 shares 
of common stock outstanding on 
December 31, 1949. 

For the year ended December 
31, 1950, the tentative net earn- 
ings of the company and its North 
American subsidiaries amounted 
to $4,404,568 after all charges, re- 
serves, and a provision of $3,803,- 
640 for income and excess profit 
taxes. This is equivalent after pro- 
vision for dividends on the pre- 
ferred stock, to $3.01 per share of 
common stock. For the year ended 
December 31, 1949, and on the 
same basis of consolidation, net 
earnings of the parent company 
and its North American subsi- 
diaries, were $2,714,611, equiva- 
lent to $1.78 per share of com- 
mon stock outstanding. 

Dividends of $1.60 per share 
were paid in 1950 and 40c was 
paid in the first quarter of the 
current year. 

Bristol Laboratories, Inc., sub- 
sidiary, has formed a new Bra- 
zilian corporation to be known as 
Bristol-Labor, S.A. New unit will 
manufacture, process and distri- 
bute ethical pharmaceutical prod- 
ucts on the Brazilian markets. 


Affiliated Gas Equipment, Inc. 

“T have been wondering how Affiliated 
Gas Equipment, Inc. fared in the past 
year despite higher taxes, etc. Will you 
please advise on recent operations of 
this corporation.” 

A. D., Newark, N. J. 

On a sales increase of over 40% 
over the preceding year, Affiliated 
Gas Equipment, Inc. showed an 
increase of 61% in earnings be- 
fore taxes during the year ended 
December 31, 1950. After allow- 
ing for the higher Federal income 
taxes and excess profit taxes, net 
income was 34.5% higher than the 
1949 level when only 38% of in- 
come was paid in taxes. In 1950, 
with the increased normal and 
surtax rates and the estimated 
excess profit tax, Federal taxes 
took approximately 49.5% of 
operating income. 


Sales and other income during 
1950 amounted to $43,605,786 as 
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compared with $31,029,546 in the 
preceding year, an increase of 
40%. After deducting all charges, 
including Federal income taxes 
and the excess profit tax, net in- 
come amounted to $2,241,336, 
equal to $1.76 a share on the 1,- 
209,720 shares of common stock 
outstanding. This compares with 
net income of $1,165,502 during 
1949 when taxes amounted to only 
38%. The 1949 net income was 
equal to $1.55 a share on the 1,- 
004,250 shares of common stock 
outstanding at that time. 

The consolidated balance sheet 
as of December 31, 1950 showed 
a strong financial position with 
net working capital up $2,313,363 
from the preceding year. Total 
current assets at the year-end 
amounted to $18,508,383 as com- 
pared with $13,500,893 at the end 
of 1949, while current liabilities 
were $6,473,635 as compared with 
$3,779,508 the year before. This 
left net working capital of $12,- 
034,748 at the end of 1950. 

The company has received con- 
tracts, sub-contracts and letters of 
intent, totalling several million 
dollars of defense orders. This is 
not expected to materially disturb 
company’s civilian business. 

Prospects over coming months 
appear favorable and the longer 
term outlook is also promising in 
view of the greater prospective 
demand for automatic household 
equipment, and the strength and 
continuing growth of the gas in- 
dustry. 

Dividends in 1950 were 65c per 
share and 20c was paid in the 
first quarter of the current year. 


General Time Corporation 


“Please report sales, profits and divi- 
dend payments of General Time Corpo- 
ration for the past two years.” 


B. O., Newark, N. J. 


General Time Corporation join- 
ed the parade of corporations that 
recorded new highs in sales, units 
produced and net profits for 1950. 

Sales for the fiscal year, Jan- 
uary 1 to December 30, 1950, to- 
taled $37,020,515, which was 16.- 
6% or $5,280,407 more than in 
1949. Net income amounted to 
$3,806,472, which is 54% more 
than the income of $2,471,352 for 
the year 1949. Earnings per share 
on the common stock amounted to 
$8.27 per share, compared with 
$5.22 per share in the previous 
year. These earnings are based on 
442,449 shares outstanding after 
giving effect to stock dividends. 

Even though during the first 
half of 1950 the company ap- 


peared headed for a new peak in 
sales, greatly increased demands 
at mid-year, with considerable 
scare buying, pushed the company 
well beyond its productive capa- 
city. This demand continued and 
production schedules are at this 
time at capacity levels. In accor- 
dance with the Government’s de- 
fense program every effort is be- 
ing made to substitute less critical 
materials in civilian products. 

During the year, the Westclox 
and Seth Thomas Divisions, as 
well as other subsidiaries, con- 
tinued to introduce new models 
of both electric and key wound 
clocks, watches and timing de- 
vices. The Seth Thomas Division 
began distribution of several im- 
ported clocks. The engineering 
and research departments have 
expanded their activities and a 
very large portion of these facili- 
ties have recently been devoted to 
important development projects 
for the armed services. 

Cash dividends on the 402,607 
shares of common stock outstand- 
ing at the end of 1950 totaled 
$3.50 per share, and common 
stockholders also received a stock 
dividend of 1 share for every 10 
held. Regular dividends were paid 
on all the outstanding shares of 
the company’s 414% preferred 
stock. 

By the end of the year, working 
capital had increased $1,317,477. 
By year’s end, current assets were 
$17,469,795 and current liabili- 
ties $3,354,257, leaving a _ net 
working capital of $14,115,538. 

United States income and ex- 
cess profits tax and Canadian In- 
come Tax expenses totaled $3,- 
790,000, an increase of 185% over 
1949. 


Collins & Aikman Corporation 


“IT am a long time subscriber to your 
valued publication. I would appreciate 
receiving from you information as to 
recent earnings of Collins & Aikman 
Corporation and if they have resumed 
dividend payments.” 


B. P., Stroudesburg, Pa. 


Collins & Aikman Corporation 
and subsidiaries (including Col- 
lins & Aikman of Canada, Ltd.) 
reported a consolidated net profit 
from operations after income 
taxes of $1,632,787, equivalent to 
$2.90 per share on the common 
stock for the nine months ended 
Noember 25, 1950. This amount 
may be reduced by possible Ex- 
cess Profit taxes the amount of 
which is now uncertain. It com- 
pared with a net loss of $302,239 
for the same period of last year 

(Please turn to page 699) 
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i 1950 operations resulted in 
ed earnings (after taxes) totaling .... $9,814,891 
ng 1. Dividends to owners of the 
al common stock ($2.50 per share)............. $3,240,607 
li- *2. Dividends to owners of the 
let preferred stock ($4.50 per share)........... 476,454 
x- 3. Retained in the business... 0.0 ccc ecccees 6,097,830 
n- 
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Throughout the year the demand for our Company’s 
products exceeded our capacity to supply. This situation 
existed in all the major divisions of our Company’s opera- 
tions—chemicals, chemical yarns and fibers, and plastics. 
Our facilities were operated substantially at capacity, with 
the exception of a limited reduction in the fourth quarter 
caused by the occurrence of some raw material shortages. 


In an effort to meet the demand, steps were taken to in- 
crease production through process improvements, standard- 
ization of operations within individual plants, and by adding 
facilities to our existing plants. As a further step, construc- 
tion of a new acetate staple fiber unit was begun at the Cel- 
river plant, scheduled to come into production late in 1951. 


As another step in our program to assure continuing and 
expanding sources of raw materials, the cellulose plant near 
Prince Rupert, British Columbia, was brought almost to 
completion by our Company’s subsidiary, Columbia Cel- 
lulose Company, Limited. Production from this plant, 
which is scheduled to begin operations soon, should go far 
toward relieving the world-wide shortage of high grade 
cellulose. 


The plant has been designed so as to be capable of ex- 
pansion as our Company’s requirements increase. This de- 
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THE YEAR’S OPERATIONS: 


velopment ranks along with our chemical plant operation 
at Bishop, Texas. By these two long-range measures, a sup- 
ply of our principal raw materials is being provided for use 
in the manufacture of our finished products, as well as for 
many defense requirements. 


A further development in Canada was initiated late in the 
year with the organization of Canadian Chemical Com- 
pany, Limited, with the object of producing cellulose ace- 
tate and industrial chemicals on a large scale, near Edmon- 
ton, Alberta, utilizing natural gases drawn from the 
extensive oil fields in the Province. Original processes for 
the manufacture of chemicals from natural gas, developed 
by our Company and utilized in the operation of its Texas 
plant, will be utilized extensively in this Canadian develop- 
ment. 


Another significant development was the extension of 
our operations in Latin-American countries, particularly 
Mexico and Colombia. 


Our Company stands on the threshold of a new era of 
development, not only for our domestic economy but for 
the economic growth of Canada and of other countries in 
the Western Hemisphere. 
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a marking 26 years 
of growth and progress 





PLANT EXPANSION: 


Plant expenditures for the year were directed largely to 
completing our Company’s long-range program of bring- 
ing existing plants to their maximum productive capacity. 

Since the war more than $150,000,000 has been expended 
by our Company and its affiliates in the expansion of plant 
facilities, with the bulk of this expenditure falling in the 
years 1946 to 1948. 

In the last two years efforts have been directed largely 
to rounding out these facilities, bringing them to peak effi- 
ciency. Expenditures for additional plants in the United 
States for the year amounted to $6,056,064. 


Major additions of the year were the installation of fa- 


OUTLOOK FOR 


We are starting a new page in the history of our Com- 
pany. In addition to meeting the demands of the new 
markets we are creating, and of those arising from the 
country’s normal growth, we are directly concerned with 
the pressing needs of a defense economy. With the country 
facing a shortage of cellulose, chemicals and plastics, all of 
which are vital to our defense, we are planning to expand 
our production facilities. 


Since June, 1950, the entire output of our present facili- 
ties for the production of “Fortisan,” our strong yarn, has 
been allocated for defense purposes. The maximum pro- 
duction possible with our present facilities falls far short 
of satisfying military requirements. 


Plans have been made for additional chemical facilities 
in Texas to meet the greatly increased demand for industrial 
chemicals for both civilian and military uses. 


In Canada, we plan to proceed rapidly with the con- 
struction of the chemical plant in the Province of Alberta 
through our affiliate, Canadian Chemical Company, Lim- 
ited. This plant will manufacture many basic organic 
chemicals never before produced in Canada, which will 


cilities at the Celco plant for the production of acetate 
staple fiber, resulting in a substantially increased capacity, 
and additional facilities for the production of acetate fila- 
ment yarn at the Celriver plant. 


Construction was started on an acetate staple fiber unit 
at the Celriver plant which is scheduled to come into pro- 
duction late in 1951. The completion of this unit will in- 
crease the output of staple fiber substantially. 


This places our Company in an advantageous position to 
initiate our new program of plant expansion. Plans have 
been drawn for new plant facilities which will provide a 
large-scale expansion of our production. 


1951: 


have broad applications in defense and peacetime econo- 
mies and which will contribute to the industrial self- 
sufficiency of the Dominion. This company will utilize the 
highly successful Celanese process of direct oxidation of 
petroleum hydrocarbons in which our Company pioneered. 
Acetic acid produced in the new plant will be combined 
with wood pulp from the Prince Rupert plant of Colum- 
bia Cellulose Company, Limited, to produce cellulose ace- 
tate, the primary material used in the manufacture of 
acetate yarns and plastics. 


As a result of the many additional activities that are 
planned, an expansion of the cellulose plant near Prince 
Rupert becomes essential as soon as the plant reaches full 
production. 

This far-reaching program of expansion is directed at 
meeting the needs of a peacetime economy as well as the 
requirements of industrial mobilization for defense and the 
economic development of other countries of the free world. 


...From the President’s Report, in the 
1950 Annual Report to Stockholders 


A copy of the Annual Report for 1950 will be sent on request without charge. Please address Dept. 143. 
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Another Look at Non-Ferrous 
Metals 





(Continued from page 670) 


greater than in 1949 and ap- 
proached the 1944 record. Earn- 
ings came to $8.15 a share, com- 
paring with $4.45 in 1949, which 
latter was explained in part by 
prolonged strike conditions, and 
with $8.67 a share in 1948. 

Kennecott has substantial in- 
terests in South African gold 
mining companies and is well ad- 
vanced on development of titan- 
ium ore properties in Canada. 
Experimental production of the 
first titanium slag was completed 
at the Quebec Iron & Titanium 
Corporation, in which Kennecott 
has a two-thirds interest. Strong 
demand for titanium in many in- 
dustries suggests that this devel- 
opment holds much promise for 
the future. Conversion of a major 
part of Arizona mining activities 
from underground to open pit op- 
eration holds out hope for gradual 
reduction in operating costs. 

Phelps Dodge Corporation: 
Stimulated by stockpiling and 
armament expansion, production 
of this company’s mines ap- 
proached capacity operations last 
year. Output of 489.7 million 
pounds was barely below the pre- 
vious record reached in 1948 and 
lifted net profit after depreciation 
to $7.91 a share from $6.85 in 
1949. This compared with the 
1948 peak of $10.30 a share. Be- 
cause of continued urgent need 
for national defense, the com- 
pany is considering plans for 
boosting copper output from an- 
other open pit mine near Bisbee, 
Arizona. 

Cost of bringing the low grade 
ore to production is estimated at 
$25 million, and the project prob- 
ably would be undertaken at this 
time only if there were reasonable 
assurance that current prices for 
copper would be maintained and 
that a certificate of necessity 
could be obtained for plant facili- 
ties. In any event it is doubted 
that any production could be ob- 
tained in the next two or three 
years. All indications point to 
continuance of a high rate of op- 
erations in the company’s mines 
for the foreseeable future with 
earnings running at an annual 
rate of close to $9 a share. 

U. S. Smelting, Refining & Min- 
ing Company: Rebound in de- 
mand for non-ferrous metals 
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spurred operations of this com- 
pany in Utah and New Mexico, 
where comparatively small lead- 
zinc-silver-gold properties are op- 
erated along with a smelter. Gold 
dredging in Alaskan waters has 
been only moderately successful 
in recent years. Large silver prop- 
erties in Mexico were sold to the 
Mexican Government several 
years ago. 

In the last few years, the man- 
agement has turned more aggres- 
sively to oil investments, espe- 
cially Texas Pacific Land Trust. 
Substantial appreciation has 
taken place on investments total- 
ing about $4.3 million in 1948 
and 1949 and an additional $3 
million last year. Although divi- 
dends have lacked continuity, 
with comparatively frequent 
omissions, payments often have 
been generous when profitable 
operating conditions warranted. 





New Horizons for Canada 





(Continued from page 664) 


They are of course obvious in the 
case of oil and iron ore; the need 
to develop nearby resources is im- 
perative not only for industrial 
but security reasons. In other 
lines such as non-ferrous metals, 
wood pulp, newsprint, etc., the 
need of a source of supply is the 
dominating factor behind Ameri- 
can investments. 

. But what attracts manufactur- 
ing plants is the rapidly growing 
Canadian market for industrial 
products as well as certain tariff 
advantages that accrue when 
manufactured products are ex- 
ported from Canada instead of the 
United States. The Dominion af- 
ter all enjoys a preferential posi- 
tion in her trade with the British 
empire nations. 

Additionally, not the least im- 
portant consideration are Ca- 
nadian Government policies. 
There is a minimum of Govern- 
ment competition or interference 
with private business; political 
attacks on business are virtually 
unknown, and taxes do not nearly 
bear as heavily on incentives to 
invest. The Dominion Govern- 
ment’s fiscal policies are sound 
and realistic. There has been no 
deficit financing in the prosper- 
ous postwar years but substantial 
surpluses, and now that defense 
spending has to be upped, taxes 
were raised to cover the gap. 

Through various means, infla- 
tionary pressures are being 
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checked realistically and effec. 
tively, and that alone holds con. 
siderable attraction for capital iy 
an era where inflation has become 
a byword. Moreover, the Govern. | 
ment wants to avoid direct con. 
trols if it can, but whether that 
will be possible is not entirely 
certain. Equally vital to business 
investments is the fact that Can. 
ada imposes no important restric. 
tions on remittance of dividends 
or profits to other countries. 

Canada can do that because the 
Canadian dollar is back on a 
sound basis in relation to other 
currencies, and particularly to the 
American dollar. Reasons for this 
are basic. The country’s export 
position has markedly improved 
but the economy today depends 
less on exports than formerly, and 
exports are far more diversified. 
Still, spurred by sharp increases 
in exports to the U. S., there has 
been a big rise in Canadian ship.- 
ments abroad which last year hit 
a peace-time peak of over $3 bil- 
lion. 


Sound Currency Basis 


Canada’s total foreign trade is 
running at the high rate of almost 
$6 billion a year but the balance 
of payments is no longer much of 
a problem. The “dollar gap’”’ has 
almost disappeared and Canada’s 
trade surplus with Britain has 
dropped markedly. With 65% of 
exports going to the U. S., dollars 
are easy to earn. It was because of 
this development that the Bank 
of Canada last year ended the 
fixed relationship between the 
U. S. and Canadian dollar. The 
move stemmed an unprecedented 
infiux of American money into 
Canada last fall. 


Some of this American money 
went north to profit from a ru- 
mored “up-valuation” of the Ca- 
nadian dollar. Instead, the latter 
was merely cut loose and left to 
find its own level. But some of this 
money also went across the bor- 
der because of the recognition of 
investment possibilities in Can- 
ada, conviction that the Canadian 
dollar was too cheap, and also just 
to escape the emergency environ- 
ment created by the Korean war 
with its corollary of higher taxes, 
inflationary trends and the pro- 
gressive lowering of the purchas- 
ing power of the American dol- 
lar. It was, in short, “flight of 
capital” to a considerable degree. 

Much of the funds were trans- 
ferred through purchase of Ca- 


(Please turn to page 692) 
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nadian securities already on the 
market rather than direct invest- 


ment in Canadian plants and 
equipment which had been pro- 
ceeding at a more even pace for a 
long time. A good deal of security 
purchases centered on Canadian 
gold stocks, spurred by hopes of 
broader Government subsidies to 
the gold mining industry as well 
as recurrent rumors that some- 
thing might be done about the 
U. S. gold price. 

And a good deal of speculative, 
and uninformed, American money 
is doubtless also going into low- 
priced Canadian mining stocks— 
much of them of the “penny” va- 
riety so widely huckstered by fair 
means and foul. It is here where 
the unwary investor wants to 
watch his step so as not to be 
taken in by the notorious “boiler 
shops.” After all, the SEC has no 
jurisdiction in Canada, and flam- 
boyant mail prospectuses promis- 
ing quick riches still come across 
the border. 

A psychologically important 
factor leading to mounting Ameri- 
can investments in Canada is the 
general belief that the investment 
risk north of the border is hardly 
any greater than south of it. One 
reason for this is the feeling that 
economically, Canada is almost a 


part of the U. S. But there are 
also longer range considerations 
tied to the current and prospec- 
tive big capital investments for 
the development and exploitation 
of Canada’s phenomenal re- 
sources. 

Again, take oil and iron ore 
exploited chiefly with the help of 
American money. The develop- 
ment of the new oil fields will, and 
already does, save Canada plenty 
of U.S. dollars, thus will strongly 
centribute to a permanent im- 
provement in the Dominion’s bal- 
ance of payments position with 
the U. S. 

And consider iron ore. Once the 
huge new deposits are ready for 
active exploitation, much and 
probably most of the ore will be 
shipped to the United States, 
earning dollars for Canada which 
in turn again implies a further 
improvement in that country’s 
balance of payments. To the ex- 
tent that Canadian oil and per- 
haps also iron ore may find its 
way abroad, the effect will be 
similar in respect to other coun- 
tries. It is this very distinct pros- 
pect of a progressive and consid- 
erable strengthening of Canada’s 
position, both economic and from 
the standpoint of future currency 
stability, that imparts long term 
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A record of the first full year of 
operations of Middle South Utilities, 
Inc. is contained inthe 1950 Annual 4 
Report of the Company, which has ¢* 
just been issued to our 25,000 stock- 3 
holders. Middle South Utilities, Inc. 
was organized as a public utility 
holding company in May, 1949... JS 
highlights of the year’s operations 
= shown in this attractively printed 
and illustrated booklet include the 
growth of the Middle South System 
companies, their contributions to 2 
the increasing importance of the er 
Middle South Area and the role they 5 
®, are playing in the National Defense > 
“2 Program ... copies are available 
upon request to Harold F. Sanders, » 
© Secretary and Treasurer; 2 Rector 
Street, New York 6, N. Y. 
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attraction to investments in that| 


country. 

Canada is still a young country 
but her star is rising rapidly, 
Without access to her great nat. 
ural resources, it would be diff. 
cult for the United States to carry 
out a defense program on the 
scale currently contemplated, 
Longer range, these selfsame re. 
sources represent a valuable an 
even necessary supplement of our 
own which, great as they once 
were, are now shrinking. This 
very fact illustrates the great sig. 
nificance of Canada’s new period 
of expansion. It is one of the few 
countries that still have a “fron. 
tier” left. Her biggest deficiency 
is manpower! 


The Manpower Shortage 


That is one resource in short 
supply, limiting the nation’s 
growth. Realizing this, efforts are 
now being made to institute an 
aggressive immigration policy, 
Given enough manpower and ade- 
quate investment capital for in- 
dustrial development, the Domin- 
ion in due time may well become 
a giant in the industrial world. 

It is this promise for consistent 
long range expansion of the Ca- 
nadian economy that imparts to 
shares of selected Canadian enter- 
prises appeal for intermediate to 
long term holding. Stock market 
action in Canada has roughly 
paralleled American stock mar- 
ket action for many years and this 
will likely continue because of the 
economic inter-relationships _be- 


tween the two countries. Still, 
leading Canadian shares are 
somewhat higher priced than 


American equities, and such dis- 
parities are generally believed 
justified by longer term earnings 
prospects of Canadian companies. 

Additionally, prices of Cana- 
dian stocks traded in American 
markets reflect the day-to-day 
value of the two currencies. Since 
there is a good chance that the 
Canadian dollar will gradually 
move up to parity with the Ameri- 
can dollars, Canadian stocks offer 
the American investors a few ex- 
tra percentage points of possible 
gain. Currently, the Canadian dol- 
lar is valued at between 9514¢ 
and 96¢ American. 

While corporate taxes recently 
have been raised to avoid a bud- 
get deficit in the wake of greater 
defense outlays, Canadian corpo- 
rations apparently will escape 
excess profits taxes which are of- 
ficially regarded as “neither eco- 
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nomically sound nor fiscally use- 
ful.’ Net earnings should reflect 
the indicated high level of busi- 
ness activity and are likely to hold 
up well despite rising raw ma- 
terial and labor costs which may 
press against profit margins. 

As far as American investors 
are concerned, there is naturally 
no escape from high American 
taxation by acquiring Canadian 
securities since income therefrom, 
as well as capital gains, are sub- 
ject to American tax rates. Never- 
theless, and mainly on basis of 
longer range potentials, U. S. in- 
vestors with sizeable funds would 
seem justified in keeping some 
representation in Canadian 
shares. Non-residents of Canada 
are subject to a 15% withholding 
tax on all dividends received from 
Canadian companies irrespective 
of the currency in which payment 
is made, but taxes so withheld 
may be credited against U. S. in- 
come taxes payable by U. S. citi- 
zens and corporations. 

In view of recent’ market in- 
terest in Canadian gold shares, 
some special comment on the out- 
look for the gold mining industry 
may be in order. Canadian gold 
production last year advanced for 
the fifth consecutive year, with 
total output valued at some 168.5 
million. Yet earningswise, results 
were disappointing and prospects 
for improvement in 1951 are not 
particularly encouraging because 
price premiums are reduced by 
the return to free exchange. Thus 
whereas in 1950, the average 
realized price was about $39.50 an 
ounce, subsidies and premiums 
included, this year it may be no 
better than about $38.50. 

Even this slender premium over 
the statutory U. S. gold price of 
$35 an ounce may further shrink 
as the Canadian dollar seeks par- 
ity with our own. And since gold 
mines also face higher operating 
costs and _ possible manpower 
shortages, earnings prospects for 
1951 are at least moderately ad- 
verse. There is of course no like- 
lihood of an early change in the 
gold price. Whether a modicum of 
relief can be obtained through 
establishment of a free gold mar- 
ket in Canada as urged by the 
mining interests, is at least un- 
certain though efforts in this di- 
rection are still being made. 

Considerably better appears the 
outlook for base metal miners 
with indication of continued 
heavy demand for non-ferrous 
metals and the prospect that metal 
prices will be largely maintained 
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Operating Revenues 
Operating Expenses 
Operating Ratio (Expenses to iene 
Taxes 
Income Available eo ‘eet Chinen 
Fixed Charges: 
*Rent for Leased Roads and Equipment 
Interest and Other Fixed Charges 
Times Fixed Charges Earned 
Other Deductions (Contingent Interest) 
Net Income after Fixed Charges and 
Other Deductions 
Income Applied to Capital ond Sinking Senile 
Balance of Income Transferred to 
Earned Surplus 
Earnings Per Share of Cuieteun Stock: 
Before Capital and Sinking Funds 
After Capital and Sinking Funds 
Dividends Per Share Paid: 
Preferred Stock 
Common Stock ae 
Additional Sinking Fund (for melee Debt 
Retirement) per Share Payable in Amount 
Equal to Excess of Dividends on 850,000 
Shares of Common Stock above $2.00 per 
Share ee ke ae 
Tons of enna Freight Hauled 
Revenue Ton Miles 
Average Revenue Per Ton Mile 
Passengers Carried 
Passengers Carried One Mile 
Revenue Per Passenger Mile 


Preferred Stockholders . . . . « « « 


Common Stockholders . 

Average Number of Employees 

Total All Wages 2 
Miles of Road Operated at End ‘a Tee = 
*See page 7 of Report. 


1950 
$135,536,777 
$ 98,822,143 

72.91% 
$ 16,782,998 
$ 18,469,252 
$ 299,081 
$ 2,027,262 

7.94 

$ 1,967,760 
$ 14,175,149 
$ 2,967,242 
$ 11,207,907 
$ 15.79 
$ 12.30 
$ 5.00 
$ 3.00 
$ 1.00 
39,723,495 
8,262,712,964 
$ 0133 
1,423,636 
573,679,881 
$ .0245 
2,573 

4,260 

16,636 

$ 63,679,362 
4,146 


From our 1950 Annual Report 
Highlight 


1949 
$122,894,179 
$ 98,870,492 

80.45% 
11,198,704 
12,029,664 


th 


rth 


2,025,475 
6.29 
1,962,360 


id 


8,156,294 
3,018,400 


5,137,894 


8.71 
5.16 


5.00 
1.50 


Tf tA tA th wh tA A 


None 
33,413,041 
7,357,955,006 
$ .0134 
1,582,234 
589,315,277 
$ 0254 
2,820 

4,361 

17,013 

$ 64,249,296 
4,146 


The 1950 Report has been distributed to Seaboard’s stockholders 
and securityholders. A copy may be obtained by writing to: 


W. F. CUMMINGS, Secretary 
Seaboard Air Line Railroad Company 


Norfolk 10, Va. 


SEABOARD AIR LINE RAILROAD COMPANY 


114,465 Cr. 
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| Should You 











Wou:d you like to 


American Viscose 


Boeing lane check your wartime 
Caterpillar Tractor INVESTMENT 
Inter. Paper strategy with tra o. 
Bucyrus Erie Babson’s? If so, sim- 
National Steel ply check the stocks 

nit :. you own, OR LIST 
Borg Warner 7 OTHERS YOu 


Pennsy-Railroad 
Southern Railway 
Am. Tel. & Tel. 
Socony-Vacuum 
Pub. Ser, Ey& G. 
American Tobacco 


UY, and mail 
this ad to us. We 
will tell you if clients 
have been advised to 
HOLD or SELL 
them. 


(Please print your 
name) 


No cost 
or obligation. 





Write Dept. M-97 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 














SAFEWAY STORES 


INCORPORATED 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated, on February 28, 
1951, declared quarterly dividends on 
the Company’s $5.00 par value Com- 
mon stock and 4% Preferred Stock. 

The dividend on the Common 
Stock is at the rate of 60c per share 
and is payable April 1, 1951 to stock- 
holders of record at the close of 
business March 21,1951. 

The Dividend on the 4% Preferred 
Stock is at the rate of $1.00 per share 
and is payable April 1, 1951 to stock- 
holders of record at the close of 
business March 21, 1951. 

MILTON L. SELBY, Secretary. 
February 28, 1951. 














because of urgent defense and ci- 
vilian needs. Companies like In- 
ternational Nickel, Consolidated 
Mining & Smelting, Aluminium 
Ltd, Noranda Mines and Hudson 
Bay Mining & Smelting should 
make satisfactory progress. 

Similarly, with prices now high- 
er than a year ago and demand 
insatiable, manufacturers’ of 
newsprint such as Consolidated 
Paper Corp. and Abitibi Power 
& Paper should continue to report 
earnings at a high rate despite 
higher taxes. 

Canadian Pacific Railway 
stands to benefit from Canada’s 
long term economic growth as 
well as from liberal disbursements 
on its large holdings of Consoli- 
dated Mining & Smelting. And 
earnings of Canada’s leading dis- 
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tillers — Distillers-Seagrams and 


Walker (H.) Good. & Worts 
should remain high over the in- 
termediate term at least. 





Changes in Corporate 
Financial Positions 





(Continued from page 666) 


current liabilities, the ratio of 
such current assets to liabilities 
declined. This is the familiar 
“current ratio” used to measure 
the liquidity of a business—which 
thus weakened. 

At the same time, however, the 
excess of total current assets over 
current liabilities, expressed in 
dollars, rose substantially in most 
cases. This is the equally familiar 
“net working capital” that also is 
used to measure liquidity. These 
apparently contradictory trends 
illustrate how caution needs to be 
exercised in simplifying a finan- 
cial situation and drawing con- 
clusions. 

It might be added that in those 
relatively few cases where the 
manufacturers’ net working capi- 
tal decreased last year, the cause 
was equally to be found in a heavy 
investment in plant and equip- 
ment, representing in effect a 
transfer of funds from current 
assets to fixed assets. Under such 
circumstances, the decrease in 
working capital is not necessarilv 
a bad sign; on the contrary, it 
may be a very good sign, indicat- 
ing that the company is using idle 
cash to improve its productive 
facilities. 

Only where the capital outlays 
are quite heavy do they involve 
an actual decrease in working 
capital, inasmuch as there is a 
tendency for the latter to be con- 
stantly built up from (a) the net 
income retained after payment of 
dividends, and (b) the cash gene- 
rated internally from the book- 
keeping charges for depreciation 
or amortization which do not in- 
volve cash disbursement. 


In contrast with the sharp in- 
crease last year in short-term 
debt, there was little net change 
in long-term debt in the manu- 
facturing industries considered as 
a whole. While a number of indi- 
vidual companies sold new bond 
issues or arranged term loans, 
others paid such loans down or 
cleaned them up entirely. 

The largest source of funds last 
year, aside from the increase in 
short-term indebtedness, was in 


the continued building up of capi- 
tal and surplus through conserva. 
tive dividend policies and the re. 


investment of about one-half of | 


the earnings. This strengthening 
of capital funds may be seen, 


without exception, through the | 


list of companies in our table. 


The last column in the latter- | 


total assets—indicates the marked 
overall growth and inflation of 
industry that took place last year, 
This reflects the net investment or 
absorption of funds as discussed 
above in both current assets and 
property account. Book values per 
share behind most stocks have 
been built up very substantially 
by the large earnings after divi- 
dends that have been plowed back 
into the business. 


Many companies have truly 
“grown up” in size and strength 
and liquidity, so that—except in 
name—they are not the same or- 
ganizations that they were ten 
years ago, before World War II, 
or even five years ago, after the 
war. Moreover, the real values 
behind the investments in such 
companies have been fortified even 
after allowance for the price infla- 
tion already pointed out. And 
needless to say, such a strength- 
ening, where it occurred, is con- 
stantly finding reflection in the 
market valuation of company 
shares. 





The New Boom in Machinery 
and Machine Tools 





(Continued from page 673) 


Greenfield Tap & Die Corpora- 
tion made unusually good prog- 
ress last year, especially in the 
final six months. 1950 volume of 
$11.7 million was 41% above 1949, 
while net earnings of $5.45 per 
share compared with $1.35 in the 
preceding year. Operating mar- 
gins on enlarged sales widened 
broadly, with the result that pre- 
tax earnings rose to $2.2 million 
from a previous $596,000. A well 
sheltered position as to excess 
profits taxes was indicated, since 
EPT liability applicable to the 
final half year amounted to only 
$135,000. Although total income 
taxes increased by approximately 
$900,000, net earnings advanced 
substantially, as pointed out. 

The management of Greenfield 
Tap & Die in recent years has 
greatly modernized the company’s 
own manufacturing machinery, 
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thus effecting numerous operating 
economies, and may spend up to 
one million dollars more for the 
purpose in the current year. Con- 
version to defense production of 
cutting tools and gages creates no 
re-tooling problems, but the train- 
ing of new employees and a revi- 
sion of schedules will be a slight 
handicap. Defense orders last 
vear were not large, but have 
rapidly swelled and should rise 
incisively from now on. Foreign 
business in recent months has also 
increased, despite intensified com- 
petition overseas. In reflection of 
a greatly improved financial po- 
sition, Greenfield Tap & Die lifted 
the quarterly dividend rate to 50 
cents a Share in the December pe- 
riod, and indicated confidence that 
earnings would warrant its stabil- 
ity during 1951. 


Tax Impacts 


While volume of Link Belt Com- 
pany last year receded by about 
5% to $83.1 million, flexible cost 
controls cut operating expenses 
by 10%. Provision for Federal 
and Canadian income taxes total- 
ling $6 million was about $1.3 
million more than a year earlier, 
but was more than offset by in- 
creased pretax earnings. EPT ac- 
counted for only $150,000 of the 
increased taxes, because of good 
earnings in 1946-49. 1950 net 
earnings, accordingly, rose _ to 
$10.42 per share from $9.73 in 
1949. 

Link Belt, as the dominant pro- 
ducer of belt conveyors and truck- 
mounted cranes, variable speed 
transmissions and controls, has 
received a substantial volume of 
defense orders in connection with 
Government and industrial con- 
struction, and expects many more 
similar orders this year. An out- 
standing installation last year was 
a conveyor that handles coal for a 
distance of two miles. The com- 
pany should benefit this year from 
capital improvements totalling al- 
most $1.3 million in 1950, and 
later on from planned outlays of 
$2.7 million in the current year. 
By the middle of 1951, a new sub- 
sidiary in South Africa will be 
making substantial quantities of 
Link Belt products. For many 
years past, the business and earn- 
ings of Link Belt have been above 
average stable and dividends have 
been paid regularly since 1906. 
Quarterly dividends of $1 per 
share seem indubitably secure, 
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For the 


Future 





Planting slash pine seedlings by machine in an open area. 


The seedlings planted by St. Regis each year are insurance that basic raw 
material for the Company’s pulp, paper, board, bags and plastics will con- 


tinue to be available. 


Serving important segments of American industry—meeting diversified re- 
quirements for war or peace—St. Regis plants, factories and people are pro- 


ducing and expanding... 
of future raw material supply. 


SUMMARY OF CONSOLIDATED INCOME 


Net Sales, Royalties, and Rentals..... 
Cost of Sales and Expenses........... 
Operating Ineoiie: «<< 6i6:0< ceedenss 
RMUGHIR! CROGME S506 do oe 0 Wee's ca oe 
GrOse MNCOING cacndsnncoccst as naan 
Mieome Chases «oc ods ce eicssiccnss 
Net Income Before Provision for Federal 

and Foreign Taxes on Income.... 
Provision for Federal and Foreign Taxes 

Ce TNCOUEE sacs Caceceaddeioe seus 
Net IneGMe nec<cccceccccacccacscacs 


Dividends Paid 


Preferred Stock .....0s.000: 


v4 Comiiton Sigel cock csacccess 


... $154,789,186 
... $134,376.511 


with confidence in future demand and assurance 


For the Years Ended 
December 31. 1950 and 1949. 


1950 1949 


$127.335.591 
$118,719,146 


.-- $ 20,412,675 $ 8,616,445 
--» § 4362,283 $ 992.916 
... $ 21,774,958 $ 9,609,361 
.-- $ 1,626,088 $ 1,542,833 
.-. $ 20,148,870 $ 8.066.528 
--. $ 8,525,126 $ 2.588.325 
... $ 11,623,744 $ 5,478,203 
soe §$ 752,105 $ 798,575 
--- $ 3,619,500 $ 3,102,428 


ST. REGIS PAPER COMPANY 


230 PARK AVENUE, NEW YORK 17, N. Y. 


Offices in Principal Cities—In Canada: St. Regis Paper Co. (Can.) Ltd., Montreal 





and a year-end extra may be ex- 
pected. 

Worthington Pump and Ma- 
chinery Corporation started 1951 
with backlog orders of approxi- 
mately $59 million, and bookings 
in the current year have come in 
at an accelerated rate. Practically 
every group of Worthington prod- 
ucts serves some requirement of 
the defense program. In conse- 
quence, the management predicts 
capacity operations throughout 


this year. 1950 operations were 
notably encouraging for two main 
reasons. Although volume of $82.9 
million was about $6 million below 
that of 1949, the company’s tax- 
able earnings increased by almost 
$2 million, evidencing improved 
cost controls. Federal taxes, in- 
cluding $364,866 for EPT, totalled 
about $4.6 million or $1.6 million 
above the previous year. Net 
earnings rose to $5.70 per share 
compared with $5.11 in 1949. 
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The directors have declared a 
regular quarterly dividend of 
.50c per share on the $12.50 par 


March 1, 1951 





Beatrice Foods Co. 


DIVIDEND NOTICE 


value Common Capital Stock, pay- 
able April 2, 1951 to sharehold- 
ers of record March 14, 1951. 


C. H. Haskell, President 








The annual report states that 
the company has an excess profits 
tax credit of approximately $8.5 
million and this may be increased 
by allowances for certain abnor- 
malities during the base period. 
Because of improved operations, 
Worthington Pump quarterly di- 
vidends were advanced to 50 cents 
a share in the final quarter of 
1950, and a year-end extra of 30 
cents was paid. Stockholders in 
1951 have the prospect of liberal 
treatment. 

The National Acme Company, 
as a producer of automatic ma- 
chine tools, will be subject to the 
newly imposed directives of the 
NPA. This may be welcomed by 
the management, as in the 1950 
annual report operations were re- 
ported as confronted with unpre- 
dictable conditions and 1951 
seemed fraught with great uncer- 
tainty. The company’s backlog 
orders at the end of last year, 
though, were reported as roughly 
ten times those a year earlier. 
Now that a supply of raw mate- 
rials is assured and the company 
will operate at capacity all 
through the current year, the out- 
look is brightened. 

Favorable progress was made 
last year. Although no record of 
total sales is available, it was 
stated that 1950 sales exceeded 
1949 by about $3.5 million. An in- 
crease in taxable earnings to $3.9 
million permitted easy absorption 
of heavier taxes, including a mod- 
erate provision of $190,000 for 
EPT, and net earnings advanced 
to about $2 million or $4.08 per 
share from $2.55 in 1949. 

The company has developed a 
new single spindle automatic lathe 
which met with prompt industry 
acceptance and orders have flowed 
in with unexpected speed and in 
considerable amount. The entire 
line of National Acme is so essen- 
tial to the defense program that 
unless wage-price rulings pinch 
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earnings unduly in the current 
year, the company’s net earnings 
should continue at a satisfactory 
level to permit stability of quar- 
terly dividends at a 50 cents a 
share level and leave room for a 
possible year-end extra. 

Despite difficulties in obtaining 
required materials, particularly 
steel, quarterly sales of Caterpil- 
lar Tractor Company rose pro- 
gressively last year to a record 
total of $337.2 million, 32% above 
a previous high attained in 1949. 
These encouraging results reflect 
the completion of plant improve- 
ments involving about $60 million 
in postwar. Export sales con- 
tinued heavy, amounting to $93.1 
million as against $79.6 million in 
the preceding year. Demand for 
the many tractors and diesel en- 
gines made by this company in- 
creased so rapidly in the latter 
part of 1950, that resumption of 
allocations to dealers became nec- 
essary. 


Good Demand Prospect 


The management expects de- 
mand to continue unabated 
through 1951 and capacity opera- 
tions will be required to meet mili- 
tary and essential civilian needs. 
Despite the curtailment of resi- 
dential building, increased road 
building, industrial construction, 
mining and petroleum activities, 
plus logging operations, should 
more than take up the lag. 

Although Caterpillar Tractor 
had to pay $22.4 million more 
taxes in 1950 than in 1949, includ- 
ing an undisclosed but probably 
quite substantial amount for EPT, 
net earnings rose to an all-time 
high of $7.49 per common share. 
Conservative total dividends of 
$2.25 per share last year thus rep- 
resented only 30% of net earn- 
ings, leaving an ample cushion to 
assure their stability if profits this 
year should be pinched by in- 


creased taxes or unforeseen op. 
erating difficulties. 


Mesta Machine Company, ,|- 


foremost producer of rolling 
equipment and other heavy ma. 
chinery for steel mills, is nov! 
swamped with a record amount of 
backlog orders. Uncompleted busi. 
ness at the end of 1950 amounted 
to $53 million, with a_ strong’ 
chance that the backlog will con. 
tinue to swell. The expansion! 
undertaken by the steel industry 
during this year and next insures 
operations at maximum capacity 
during the foreseeable future. 


In view of the certain strain 


that will be placed on production | 


capacity, the management plans 
to spend about $900,000 this year 
to install new milling machines, 
shapers and planers of advanced 
design. So much technical experi- 
ence is required to produce costly 
machines such as this concern 
makes, that rather ample margins 
are possible. Net earnings of $5.6 
million or $5.60 per share in 1950 
represented more than 11.5% on 
volume of $47.6 million, although 
taxes of $5.2 million included 
$550,000 for EPT. 

Despite the cyclical character of 
its field, Mesta’s high specializa- 
tion and the basic importance of 
its output to the steel industry, 
coupled with strong finances, have 
enabled the company to pay divi- 
dends without interruption since 
1914, although at varying rates. 
During the current year, quar- 
terly dividends of 6214 cents per 
share should continue and a year- 
end extra of $1, like last year, will 
probably be distributed. 

In studying the present inter- 
esting potentials of the machinery 
and machine tool industry, it 
should be pointed out that quite a 
number of managements have 
cautioned their stockholders about 
the abnormal demand created by 
the defense program. In other 
words, it is rather widely felt that 
after a year or two of unusual 
activity to expand and modernize 
industrial plants, completion of 
the job may rather suddenly leave 
the equipment producers with far 
fewer orders on their books. Fur- 
thermore, as after World War II, 
a top-heavy government stockpile 
of machinery and tools could un- 
settle the market. For probably 
two years to come, though, the 
outlook for this industry seems 
very encouraging, and by that 
time replacement demand could 
reach substantial proportions. 
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_ Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 

holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
1. When to Buy and When to Sell 


Our weekly market forecast . . . with chart of daily 
action... projects the trends and basic forces at work. 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 





Definite market advice is then 





given which you can apply to 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
tions of Majot and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 








2. Definite Advices on Intrin- 


ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1951. It is important 
to participate in our investment campaigns 
from their start—since we time our new pur- 
chases carefully and individual stocks can 
score substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


4. Continuous Consultation 
You are welcome to consult us 
... by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold . . . switch .. . or close 
out. 


A Plus Service . . . These con- 
sultation privileges alone can be 
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Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . .. bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands 
of dollars to you in concentrating in potential leaders... 
in stable investment situations . . . in avoiding laggards 

. . in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 
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The Bounce in the 
Rubber Industry 





(Continued from page 675) 


and both the textile and chemical 
divisions will undoubtedly oper- 
ate at capacity throughout the 
current year. 


United States Rubber had an 
exceptionally good year in 1950, 
with record sales of $695.7 mil- 
lion, and peak earnings of $11.04 
per share, despite greatly in- 
creased taxes. Although the com- 
pany has a substantial exemption 
base as to EPT, this impost ap- 
parently reduced earnings by $7.8 
million last year. Total domestic 
and foreign income taxes amount- 
ed to $31.1 million in 1950 com- 
pared with $7.99 million in 1949. 
While net earnings this year 
should decline somewhat, the 75 
cents quarterly dividends seem 
entirely secure and an occasional 
extra might be paid. 


Exceptionally favorable market 
conditions enabled B. F. Goodrich 
Company in 1950 to attain the 
highest sales and earnings in its 
eighty-year history. Volume of 
$543.3 million was 54% above the 
year before. Net income on the 
new common stock (split 3-1) 
was $8.06 per share versus $4.79, 
after all taxes and a $4 million 
reserve for increased replacement 
costs of facilities. A year-end 
change to LIFO inventory valua- 
tions also pared earnings by $4.4 
million. During 1950, Goodrich 
retired $20 million of preferred 
stock, but despite this fact, work- 
ing capital at the end of 1950 in- 
creased to $171.9 million, up 
714%. The quarterly dividend of 
50 cents a.share, recently paid on 
the new stock, appears quite de- 
pendable. 


Looking ahead, spokesmen for 
B. F. Goodrich envisage a good 
year, provided the supply of raw 
materials to make man-made rub- 
ber will be sufficient. Styrene, the 
most important ingredient of syn- 
thetic rubber, is also in heavy de- 
mand for the manufacture of 
plastics, and so in tight supply. 
Butylene, also, is needed to pro- 
duce high octane gasoline, thus 
pinching the supply. If enough 
butadiene can be produced from 
grain alcohol, and the output of 
styrene can be sufficiently in- 
creased by imports of coal tar 
benzenes from Europe, it is pos- 
sible that by mid-summer produc- 
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tion of synthetic rubber may 
reach an annual rate of at least 
760,000 tons. In this event, total 
domestic consumption of rubber, 
including the natural, may reach 
a record high of 1.2 million tons 
fairly soon. 

1950 sales of Goodyear Tire & 
Rubber Company also established 
a new high record of $845 million, 
and net earnings, reported as 
$15.62 per share, would have hit 
a new peak if special charge-offs 
had not been so liberal. As it was, 
Goodyear absorbed $30 million in 
higher taxes with no difficulty, 
and net income was cut by $9.9 
million by adopting LIFO ac- 
counting methods, as well as by 
a $5 million reserve to cover pos- 
sible excess replacement costs of 
rubber. 


Outlook for 1951 


P. W. Litchfield, board chair- 
man of Goodyear, attributed the 
excellent results of his company 
last year partly to intensified de- 
mand since Korea which created 
a sellers market. While this con- 
dition still prevails, it could be 
reversed when Government stock- 
piles become adequate, and _ in- 
creased supplies of new rubber 
come nearer to demand, he 
opined. A satisfactory volume in 
1951 should be insured by the 
larger number of cars on the 
roads, and the many new uses 
for rubber, despite probable fur- 
ther restrictions on automobile 
production. While increased taxes 
may pare net earnings in 1951, 
total dividends of $5 per share 
paid last year should easily be 
maintained. 

For nearly a quarter of a cen- 
tury past, the management of 
Goodyear Tire & Rubber has 
proved its ability to maintain a 
dominant position in the face of 
heavy competition, and should 
continue to do so in 1951. Fac- 
tories established in numerous 
foreign countries have built up a 
worldwide business. While manu- 
facture of tires and tubes account 
for the major portion of produc- 
tion, broad diversification into a 
long list of other rubber items 
and chemicals contributes to the 
company’s well sustained growth. 

Firestone Tire & Rubber Com- 
pany continued to hold second 
place in the rubber industry last 
year, reporting sales of $736.9 
milion for 12 months ended De- 
cember 31, 1950. The fiscal year 


of this company, though, ended 
October 31, and in this period 
volume was $690.5 million, the 
largest then on record. Very 
heavy demand, coupled with sev- 
eral price increases, affected 
earnings in an unusually favora- 
ble manner, as shown by net 
earnings of $33.2 million or 
$16.76 per share, an all-time high. 
Firestone, like several of its com- 
petitors, actually understated last 
year’s earnings, as adoption of the 
last-in-last-out method of valuing 
inventories reduced them by $8.9 
million, and net profits were ad- 
ditionally shaved by creating a 
$6.4 million reserve to cover for- 
eign earnings which then could 
not be remitted. 


Firestone is operating several 
government-owned synthetic rub- 
ber plants and is an important 
supplier of defense materials al- 
ready, including tank tracks, re- 
coilless rifles, gas masks, rocket 
motors, etc. The company’s tire 
division naturally is handling an 
increasing amount of military 
business, but the steel products 
division has also received large 
orders for trucks rims, and as the 
largest manufacturer of steel bar- 
rels is well situated to produce 
munitions. 


During fiscal 1950, Firestone 
plantations in Liberia increased 
production of natural rubber to 
63.8 million pounds. All said, 
Firestone should experience a 
very satisfactory year in 1951, 
not only through continued large 
production, but also because high- 
level national income should bene- 
fit the operations of the 700 retail 
outlets that the company to some 
extent controls. Last year’s earn- 
ings covered total dividends of $5 
per share by such a large margin, 
that there is an ample cushion 
against a probable moderate de- 
cline in 1951 profits. 





“Understated” Earnings in 
Annual Corporate Reports 





(Continued from page 657) 


cents less than if the charge had 
not been made. Additionally, the 
company made another charge 
of more than $3 million for prop- 
erty retired, although this amount 
may have not been unduly liberal. 

Plenty of other instances could 
be cited where ultra-conservative 
policies have held corporate earn- 
ings to a somewhat lower level 
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than might have been with appli- 
cation of usual standards. In th 
vil industry, for example, rela- 
tively few of the big concerns 
charge intangible drilling costs 
directly to operating income. An 
outstanding exception to this rule 
is Shell Oil Company which has 
consistently followed the practice 
mentioned. During 1950, this con 
cern amortized 100% of intang- 
ible development costs amounting 
to more than $30 million, despite 
which net earnings of $90.1 mil- 
lion after taxes were reported, 
equal to $6.69 per share. 

Hershey Chocolate Corporation, 
in the 1950 annual report, pointed 
out that a change to the LIFO 
method of computing cocoa bean 
costs resulted in reduced net earn- 
ings as reported. Comparing the 
operating results with amounts 
which would have been reported 
under the method previously 
used, the effect of the change was 
a reduction of $3.8 million in net 
profit after reflecting a reduction 
of $4.1 million in the provision 
for income and excess profits 
taxes. In other words, reported 
per share earnings of $5.46 were 
lower by $1.65 than would have 
been the case under former ac- 
counting procedures. 

United States Steel Corporation 
last year, as in 1949, made excep- 
tionally liberal provisions for ac- 
celerated amortization in com- 
puting annual earnings, and on a 
considerably increased scale. The 
1950 provision for accelerated 
wear and exhaustion of facilities, 
although not deductible for income 
tax purposes, totaled $35.5 mil- 
lion or equal to $1.36 per share on 
the common stock. Because of this 
understatement of earnings by 
abnormal accounting, net income 
of $7.29 per share was reported 
rather than $8.65 if customary 
methods had been employed. 

The samples listed in our table 
are naturally far from all-inclu- 
sive. Many other companies can 
be found that undertook adjust- 
ments which led to an understate- 
ment of earnings as reported for 
last year. Individual analysis of 
corporate reports will bring out 
such instances. 





Answers to Inquiries 





(Continued from page 686) 


which excluded the earnings of 
the Canadian subsidiary. 

The earnings of Collins & Aik- 
man of Canada, Ltd., for the nine 
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months of this fiscal year amount- 
ed to $200,275 in the equivalent 
of U. S. dollars. 

In addition, income from life 
insurance since the beginning of 
the present fiscal year amounted 
to $199,206, making a total con- 
solidated net income of $1,831,- 
993 for the nine months period 
ended November 25, 1950. 

For the three months ended 
November 25, 1950, consolidated 
earnings from operations 
amounted to $1.48 per share as 
compared to 24c per share for the 
same quarter of last year. Last 
year’s figures do not include the 
earnings of the Canadian subsi- 
diary. 

The company has developed a 
multi-fiber spinning machine 
which permits handling of cotton, 
wool or worsted fibers with the 
same equipment. It is generally 
modified cotton machinery with 
some of the drawing out process 
eliminated. 

A dividend payment of 25c per 
share was made in 1950 and an- 
other dividend of the same 
amount was payed on March Il, 
1951. 





Calling Convertible Issues 
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and holdings of cash and govern- 
ment securities in excess of all 
current liabilities. If, on the other 
hand, the greatly expanding de- 
mand for Merck products should 
require further expansion of faci- 
lities, the sound financial struc- 
ture paves the way for readily 
attracting additional capital. 

A steady uptrend in earnings 
for ten years past has character- 
ized the operations of Dixie Cup 
Company, and the company’s 
growth potentials still remain 
bright. During the current year, 
an expansion program involving 
up to $2 million is under way to 
increase capacity. 1950 net earn- 
ings of $12.18 per share of common 
were a record high. Of an au- 
thorized issue of 600,000 shares 
of common stock, only 202,666 
were outstanding on December 
31, 1950, and 262,000 shares were 
reserved in the treasury for con- 
version of a similar amount of 
Class A stock, of which 178,644 
shares were outstanding. 

The Class A stock is convertible 
share for share into the common, 


and since the equities received an- 
nual dividends of $3 in 1950 com- 
pared with $2.50 for the Class A 
stock, the exchange privilege has 
become valuable. A favorable fi- 
nancial position has induced the 
directors of Dixie Cup to call 
17,865 shares of Class A stock at 
$45 per share and accrued divi- 
dends on May 1, 1951, represen- 
ting 10% of the issue outstanding. 


Many May Convert 


The shares to be redeemed will 
be selected by lot by the Bankers 
Trust Company, but a consider- 
able number of holders will prob- 
ably elect to convert rather than 
accept cash, due to the larger 
vield obtainable and a reassuring 
future for this vigorous concern. 
On the other hand, as the con- 
servative management has pointed 
out, commencing 1952 at least 
$1.3 million annually will have to 
be paid out to retire the principal 
of $5.5 million bank term loans. 
Because of this factor, some re- 
straint in paying much larger 
common dividends may be re- 
quired, although their stability at 
the current rate is pretty well in- 
dicated. If finances permit, fur- 
thermore, additional amounts of 
the Class A stock may be re- 
deemed in good years. Eventually 
this might permit all net earnings 
to accrue to the benefit of the 
Class B common, an obvious ad- 
vantage for the long pull. 

In studying the current trend 
towards the calling of convertible 
issues, other interesting factors 
not previously mentioned come to 
mind. Quite often, of course, such 
a call has as its purpose to pro- 
mote conversions, that is to trans- 
form debt or fixed interest secu- 
rities into equity capital. Many 
of these convertible issues were 
sold in the early postwar period 
and at a time when stock market 
conditions did not favor the sale 
of common stock. Hence the re- 
sort to convertible securities since 
the conversion privilege not only 
facilitated their sale but also pro- 
vided a future way of doing what 
could not be immediately done. In 
a sense, then, convertible securi- 
ties then sold assumed the role of 
capital transformer stations. 

A holder of convertible securi- 
ties, faced with the alternative of 
converting into common or get- 
ting his cash back, often favors 
the former course, attracted by 
substantial common dividends and 
good yields, plus the prospects of 
fairly well sustained earnings in 
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many cases. If he elects to have 
his holdings redeemed, reinvest- 
ment of the funds under current 
conditions usually leads to com- 
mon stocks anyway, if only for 
reasons of income return. Natur- 
ally, before he acts, a close study 
of conversion terms etc. is essen- 
tial, as well as a fundamental de- 
cision whether he wants to be- 
come a stockholder in that par- 
ticular company. 





As | See It! 





(Continued from page 649) 


they are, it may yet become nec- 
essary for us to change the rules 
of Korean warfare by no longer 
acknowledging Manchuria as a 
“privileged sanctuary.” 

The simple fact is that carry- 
ing on the war under existing 
rules and conditions, even if en- 
emy attrition is high, in the long 
run makes no sense because it 
cannot possibly be decisive. And 
it plays right into communist 
hands. All the more reason for 
western insistence that any Big 
Four conference deal with the 
entire issue of communist aggres- 
sion, the real cause of world ten- 
sion. Unless that is done, the 
conference might as well not be 
held. Moscow’s strategy is clear 
and we would be foolish to aid 
and abet it. 
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and auto baking, 
construction, 
drugs and toilet articles, finance 
companies, house furnishings, 
paper, petroleum, public utilities, 
railroads, soft drinks, textiles, 
and tires and rubber. On a still 
shorter perspective, measuring 
last week’s lows against previous 
1951 lows, the weaker groups 
have included aircraft, coal min- 
ing, liquor, copper, food brands, 
meat packing, machinery, paper, 
railroad equipment, department 
stores, shipbuilding, steel, textiles 
and tobacco. 

There may be interest in some 
longer-term comparisons. Thus, 
groups whose 1951 highs were 
significantly above the 1946 bull- 
market highs include aircraft, 
autos, chemicals, coal, copper, 
farm implements, machinery, 
business machines, oil, paper, ra- 


accessories, 
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dio and television, steel and tires. 
Groups which have remained 
backward relative to 1946 highs, 
include air lines, auto accessories, 
liquor, construction, soft drinks, 
finance companies, rail equipment, 
sugars, movies, department stores, 
variety stores and tobacco. 
Groups whose 1950-1951 highs 
were all-time, surpassing 1929, 
include petroleum, chemicals, coal 
mining, textiles, machinery, pa- 
per, and business machines. On 
the other hand, measured on a 
secular basis also, there has been 
a significant net retrogression in 
such groups as railroads, rail 
equipment, investment trusts, 
realty, sugars and tobaccos. 
Returning to the general out- 
look, there is no change in our 
view that the time has not yet 
come for employing reserves set 
up heretofore for common-stock 
purchases.—Monday, March 19. 
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BUDGETARY CONTROL 


By WALTER RAUTENSTRAUCH 
and RAYMOND VILLERS 
Introducing the 
SALES MIXTURE CHART 


“A new tool for dealing with the 
profit problem. Its main purpose is to 
show a multiple product manufacturer 
when the composition of his sales is 
unsatisfactory from a profit standpoint 
and to show him what he should do 
about it.” 

Budgeting is no longer merely an 
accounting procedure, but has developed 
into a powerful management tool which 
can be used to forecast and control the 
future income and the future expense of 
a business with remarkable exactitude. 

In this new book, for the first time, 
the managerial approach to budgeting 
is fully explained. It covers budgetary 
control in all its aspects and presents a 
well-integrated system of forecasting 
and control of all the interrelated ac- 
tivities of a business: sales, inventory, 
production, expense, cash, capital ex- 
penditures, repairs, research, profit and 
loss. 

It presents actual methods and their 
application, together with appropriate 
forms and charts used successfully in 
business organizations. 


Funk & Wagnalls $5.00 


TAXES and ECONOMIC 
INCENTIVES 


By LEWIS H. KIMMEL 


Governmental expenditures have be- 
come so large that the required revenues 
can be raised only in a vigorous and 
flourishing economy. The crux of the 
fiscal problem is to raise the revenues 
without unduly affecting the volume of 
production and the level of national in- 





come. A primary goal of tax policy 
should be to reduce the restrictive ef- 
fects of taxation to the minimum com- 


patible with raising the necessary 
revenues. 

Development of a tax system that 
will not unnecessarily restrict economic 
incentives requires an understanding of 
the effects of the several classes of 
taxes. Do income taxes interfere with 
capital expansion? How significant is 
the impact of taxes on investment deci- 
sions? Have income and sales taxes 
affected the efforts and attitudes of the 
labor force? Analysis of these questions 
is a prerequisite for an intelligent for- 
mulation of tax policy. 


The Brookings Institution $2.50 


THE WATER and the POWER 
By ALBERT N. WILLIAMS 


In the American West water has 
always shaped history and_ today 
shapes the future. In The Water and 
the Power Albert N. Williams records 
the fabulous past and documents the 
exciting, controversial present of the 
five great rivers of the West: the Col- 
orado (“The Firebrand River’), the 
Sacramento and San Joaquin (“The 
Golden Valley”), the Rio Grande (“The 
Dustiest River in the World”), the 
Missouri (“Old Muddy and Misery”), 
and the Columbia (“The Ourigan”). 
Each chapter is a rich, compact picture 
of a Western region, giving historical 
background, the development of the 
river systems, their effect on the land 
and the people, and a vivid account of 
river economics and river politics that 
make vital issues for today. 


Duell, Sloan & Pearce, Inc. $4.50 


WORLD TRADE and INVESTMENT 
By DONALD BAILEY MARSH 


To unravel the complexities of inter- 
national finance is a task which not 
many men can fulfill. Donald Bailey 
Marsh, as Professor of Economics at 
McGill University and Economic Ad- 
visor to the Royal Bank of Canada, is 
doubly equipped to deal with the prac- 
tical and theoretical problems of this 
pressing subject. Here, in the most 
up-to-date re-examination of this field, 
he presents a full treatment of the out- 
standing economic theories of inter- 
national trade and finance, and an 
application of these theories to current 
problems and policies in international 
affairs. He also gives full attention to 
such new institutions as the Interna- 
tional Monetary Fund, the International 
Trade Organization, and the Export- 
Import Bank, as well as an appraisal 
of the Marshall Plan in the light of the 
dollar shortage before and after World 
War II. 

Those who remember Mr. Marsh’s 
Taxes Without Tears will recognize 
him as a man who writes clearly and 
brilliantly. As Professor Howard S. 
Ellis says in his Foreword, “The author 
has approached the difficult and often 
hotly debated issues of public policy in 
the sphere of international economic 
relations with a fair and open mind, 
and with acumen and wisdom. The 
reading and even the intensive study of 
these pages should be a _ pleasurable 
experience.” 


Harcourt Brace $6.75 
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only the worth of the dollar but the very existence of our 
national enterprise. 


Indeed this threat is as real and deadly as the Red menace 
against which we are arming. But the plain fact is that in the 
fight against inflation we, as a nation, are hiding under the 
bed! When we freeze wages or prices, we are merely doc. 
toring the symptoms of the inflation-disease rather than the 
disease itself. If we are to stop the inflationary trend, the 
makers of our public policies must deal with the monetary 
causes of the inflation. They must control the expansion of 
bank deposits and the constantly increasing money supply. 


Inflation is everybody’s concern from the Wall Street 

banker to the Missouri housewife. In the fight against it, 

R the American people—you and your neighbors — must 
EGARDLESS of inflation or deflation, war or peace, fire learn to look beyond the local grocer’s bill and the meat 
or flood . . . life insurance continues to be the “best buy” in prices in the butcher shop . . . you must look to Washing- 
providing for the welfare of your family and in attaining ton, the seat of our Government, where the monetary policy 
financial security for yourself. This is well indicated by The is made. More than that . . . you must make your own 
Equitable’s 91st Annual Report. During 1950 more people voice heard among the law-makers. Congress should be 
bought more Equitoble life insurance protection than ever interested in your views on inflation, and your Congress- 
before. New Ordinary and Group insurance written last year man is as close as your nearest mail-box or telegraph 
amounted to $1,410,000,000, bringing The Equitable’s total office. Simply stated — the action that you and your neigh- 
insurance in force to $15,278,000,000.* bors take can well decide the destiny of our country. 


This total insurance in force represents money held for That's what we mean by “Operation People U.S.A.” 
future delivery. When due, every dollar of that sum will be 


paid. But, as a responsible institution of thrift with more than 

six million people who look to us for economic security, we are 

concerned with the purchasing power of those dollars when they 7 2 

become due. For mounting inflation, man-made, threatens not ‘ A Oe President 


CONDENSED STATEMENT OF CONDITION 
as of December 31, 1950 


Resources Per Obligations Per 
*Bonds and Stocks Cent Policyholders’ Funds Cent 


U. S. Government obligationsS.............$ 726,482,517 (12.7) To cover future payments under 
Dominion of Canada obligations. 299,419,790 ( 5.2 insurance and annuity contracts 





$4,648,335,206 (81.5) 


323,281,234 ( 5.7) 


Public utility bonds. 849,37: ¥ in force 
Railroad obligati 1 . Held on deposit for policyholders 
Industrial obligati 2 E and beneficiaries 
Other bonds 5 1 : Dividends and annuities left on de- 
Preferred and guaranteed stocks 90,455 id posit with the Society 
Common stocks ; . = a - 130,044,178 ( 2.3) 
‘olicy claims in process 
Mortgages and Real Estate of eas Ae 28,191,420 ( 0.5) 
Residential and busi Premiums paid in advance by 
mortgages 788,666,769 (13. policyholders 85,105,097 ( 1.5) 
Farm mor 159,933,941 ( 2.6) Dividends due and unpaid to 
Home and branch office olicyholders 6,703,102 ( 0.1) 
buildi : 10,573,799 ft Allotted as dividends for 
Housing developments and other or distribution during 1951 80,650,408 ( 1.4) 
real estate purchosed 
PR Meare peoy re gunenes Other Liabilities 
; ei; ee Taxes—federal, state and other 17,891,000 ( 0.3) 
Peepers - err: —"°* Expenses accrued, unearned in- : 
Other Assets ae terest and other obligations 8,789,419 ( 0.2) 
% For a more detailed state- Cash i $8,135,232 ( Reserve for ‘ luation of Canadi , 
, a. “ BY vooee and other foreign currency accounts 
ie dig 158 tf 3 pe gegenee Tey . nth “he 142470440 ‘ at free market rates of exchange 13,617,000 ( 0.2) 
of the President's Report to ti Premiums in process of collectio: ace 48, 119,219 ( 
Board of Directors. Interest and rentals accrued Surplus Funds 
and other assets. 44,052,280 ( 0.8) To cover all tingenci 359,256,902 ( 6.3) 
$5,701,864,966 ( 100) TOTAL $5,701 ,864,966 ( 100) 


t Inclutfing $5,274,463 on deposit with public authorities. 

































































In accordance with requirem ¥ all bonds subject to amortization are stated at their amortized value and all other 
bonds and stocks ore valued BP Warket i on D ber 31, 1950, as prescribed by the National Association of 
<3 i Insurance Commissioners. 
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